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Insurance for Spiraling Values 


HE CONTINUING spiral of ex- 
p Gratin demands a companion 
spiral of income for business sur- 
vival. One manufacturer looks for 
his increased income from a whit- 
tled-down candy bar; another from 
regular mark-ups in car prices. 
Neither of these measures is 
available to the agent. His clients 
expect more, not less, coverage for 
their money—first an added peril, 
then a packaged fire contract, and 
lately the popular “all risk.” As for 
raising prices, companies and 
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agents alike have proclaimed the 
40-year persistent decline in fire 
rates. Whole cities have enjoyed 
rate reductions, with post-sale re- 
turn commissions which would hor- 
rify any other retailer. The busi- 
nessman has been taught that pre- 
ventive and safety measures mean 
lower premiums, and thousands of 
new sprinkler installations have 
hastened the rate slash. 

How, then, is the agent to meet 
his increasing payroll, his rent and 
his wife’s budget? The sales-wise 
agent is thriving today by proving 
that inflation for others can be sal- 
vation for him. How? Let’s make 





2 THE CASUALTY AND SURETY JOURNAL 


a customer survey and find out. 
Consider fire insurance. The tre- 
mendous value in our countless 
new houses has been well publi- 
cized. Not so obvious is the advanc- 
ing dollar value of older homes— 
annual appreciation where owners 
have always been reconciled to de- 
preciation. While many agents built 
up policy amounts right after the 
war, too few fully appreciate the 
advance in building cost inflation 
since. The building whose insured 
value was increased to $10,000 in 
1945, has today a sound value of 
$17,500. A tidy increase for just 
standing there in good condition! 
And construction costs have jumped 
18 percent in the past year alone. 


CoNnTENTS VALUES Up 


Household contents are notori- 
ously underinsured. Any company 
loss executive who has paid a total 
loss for a clothes closet fire can 
testify to this statement. So can any 
agent who has inventoried for a 
personal property floater. Not only 
has there been a recent purchasing 
spree of furnishings, but used ap- 
pliances, rugs and furniture have 
been holding their values. The 
householder has little idea of the 
worth of his chattels, and less 
stamina to find out by taking item- 
ized inventory. Suggest instead that 
he sit comfortably in his living 
room and add mentally the visible 
values. This figure, multiplied by 
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the number of rooms in use, will 
not be far wrong, as contents of 
the cellar, attic, garage and hall 
closets will fill a lot of gaps. 

The insured who fails to match 
values with fire insurance (and the 
agent who fails to advocate it) 
needs only to worry about the big 
fire—unless his contract has coinsur- 
ance. Even now, many policyhold- 
ers do not understand that failure 
to comply means shortchanging 
every loss, and no agent should 
sleep well until he is satisfied that 
the required insurance is in effect. 
How much better for the agent to 
explain than the adjuster! 

The one-way march of property 
values has at least the questionable 
virtue of dependability. Business 
interruption insurance has to con- 
tend with the more variable busi- 
ness ups and downs—plus the al- 
most impossible requirement of 
enough insurance on the unknown 
day of loss to equal a fixed percent- 
age of unknown earnings for a year 
hence. Little wonder that the ad- 
justment bureau is forced to coin- 
sure about one half of all business 
interruption losses! 

Superior risks may merit an 
agreed amount of insurance to al- 
lay the worry of coinsurance, if not 
of underinsurance. In some areas 
an insured may pay for a lot more 
insurance than he needs; then get 
a return premium at expiration. 
With most accounts, however, there 
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is no substitute for the agent’s 
vigilance. Far too many of these 
contracts, usually written for three 
years, are reviewed only at expira- 
tion. Some conscientious producers 
check the coverage each year. Dur- 
ing the current period of business 
expansion, every six months would 
be safer. 

Most apartment and commercial 
building owners have by now taken 
advantage of rent control relaxa- 
tion. The higher rent scale means 
more income to protect. Combine 
this with the new reduced rates, 
and the alert agent has a new sale 
from an old account. While track- 
ing down his rent prospects he 
might also uncover a lease, con- 
tracted in the early 40's, and today 
more valuable to the tenant than 
telephone stock. Has anyone point- 
ed out that a fairly small fire might 
wipe out the lease with all its fu- 
ture cash advantages? 

Every homeowner bewails his 
present cost of living—high rent or 
taxes, food and service costs going 
up. Get him to imagine his family 
burned out of their home for only 
a month or two. He probably real- 
izes that rentals are almost non- 
existent, but does he appreciate the 
family rates at hotels, or the restau- 
rant tariff for three meals a day? 
Figure roughly the difference in his 
budget and you should have a cus- 
tomer for the inexpensive addi- 
tional living expense policy. 
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Automobile liability insurance is 
almost an automatic sale today, yet 
limits higher than the basic $5,000/ 
$10,000 are still in the minority. 
The average car owner used to rea- 
son that the rare suit involving 
heavy damages couldn’t happen to 
him. And if it did, what could he 
lose? Of late he is having dinned 
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at him by radio, news items, adver- 
tising and speeches the candid de- 
tails of our national automobile 
mayhem. He must be aware of 
open-handed juries, and the sprin- 
kle of heavy verdicts in the news. 
He may not keep up with changing 
laws. He may not know that in one 
state, for instance, the limit of dam- 
ages for sudden death on the high- 
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A tidy increase just for sitting there in good condition! ... 


way was boosted from $5,000 to 
$15,000 about two years ago, and 
at the present writing is reaching 
for $20,000. What can he lose? He 
can lose the hard-won home that 
the average car owner has today, 
plus the car itself—which costs 
twice as much as before. Sell high- 
er limits, at least $15,000/$20,000, 
and $25,000/$50,000 when your 
assured discovers the little differ- 


ence in additional cost. 

With the dollar now worth less 
than 60 cents, it can be argued that 
it is no longer a measure of a man’s 
wealth. There is no denial, how- 
ever, that the millions of people 
who have lately acquired their first 
homes, better cars and bigger bank 
accounts are immeasurably better 
off. These assets have attendant lia- 
bilities—the vulnerable position of 
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owning a house or a car which 
might cause injury to another, and 
of having the means to pay the 
damage. The lawyer is a_ busier 
man today and his product, the 
verdict, is more costly than ever. 
Like any business concern, the 
wage earner’s expenses are geared 
to his income. To pay his continu- 
ing expenses, he needs personal 
interruption insurance, called acci- 
dent and health. The group insur- 
ance provided employees by many 
concerns pays the extra expense, 
the uncontemplated medical fees, 
hospitalization fees, etc. Beyond 
that, however, he needs accident 
and health insurance to pay for the 
vital food, rent, taxes and television 
installments which continue when 
illness or accident cuts his income 
temporarily. The day of simple 
needs is gone. The worker has more 


fixed expenses now; and, better 


INSURANCE FOR SPIRALING VALUES 5 


still, he has the means to guarantee 
their payment by insurance. 

The sales possibilities outlined 
do not necessarily involve new as- 
sureds, new property or new cov- 
erages—only more of the insurance 
already in force. Larger amounts, 
larger premiums. A recent survey 
very definitely indicates that the 
successful average-size agency 
writes a higher premium policy. 
Figures obtained reveal the aver- 
age premium to be about $45. Nat- 
urally, the acquisition and expense 
costs of an agency greatly deter- 
mine its profit. It should be evident, 
though, that it costs little more to 
acquire and process a $40 policy 
than a $20 policy. What is your 
average premium? High enough to 
make expenses and a fair profit? If 
not—use your customers’ inflation to 
neutralize your own! 


te 


Rx for Success P 


If you owe one hundred dollars you are a 
deadbeat. 


If you owe one hundred thousand dollars you 
are a leading merchant. 


If you owe several million dollars you are an 
industrial giant. 


And if you owe more than 11 billion you are 
the Federal Government. 


—Canadian Underwriter 
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President Vice President 


T THE ANNUAL MEETING of the Association of Casualty and Surety 
Companies in May in New York City, Joseph F. Matthai, executive 
vice president of the United States Fidelity and Guaranty Company, and 
Manning W. Heard, vice president and general counsel of the Hartford 
Accident and Indemnity Company, were re-elected president and vice 
president, respectively. 


J. Dewey Dorsett was re-elected general manager and Ray Murphy 
was re-elected general counsel of the Association. Both were first elected 
to their present offices at the annual meeting seven years ago. 


The following member companies were re-elected to three-year terms 
as members of the Executive Committee: Bankers Indemnity Insurance 
Company, Employers’ Liability Assurance Corporation, Ltd., Fidelity 
and Casualty Company of New York, Home Indemnity Company, London 

;uarantee and Accident Company, Ltd. and Royal Indemnity Company. 
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Are your own records of new 
and renewal business impor- 
tant to your agency opera- 
tions? Almost every business 
has equally vital records which 
should be adequately pro- 
tected by insurance 


Protect Those Business Records 


UNDREDS OF THOUSANDS Of this 
H country’s businesses are built 
on paper—on ledgers, blueprints, 
formulas, documents of various 
kinds, or “sold inventory” records 
representing delivered to 
customers and not yet paid for. 
Such documents can be the life 
blood of a business, and their loss, 
if unprotected, can force it into 
bankruptcy—and has, time after 
time—even though its fixtures, 
equipment and merchandise were 
adequately insured. How can this 
happen? It can happen because, 
although fireproof buildings don’t 
burn, their contents do. It can hap- 
pen because filing cabinets, though 
made of steel, don’t protect records, 
since steel transmits heat to the in- 
side, and paper chars though un- 


goods 
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By JAMES F. KEATING 


touched by flame. It can happen 
because overnight vault storage, 
even in a fireproof place, does no 
good if the fire happens to break 
out during business hours. 

As an agent, you know how vital 
paper is to your own operations. 
Your own agency records have 
been acquired during the lifetime 
of your business. You recognize the 
value of those records. You think 
not only of the money spent to es- 
tablish your records, but of the 
value those records represent in 
new and renewal business. Your 
clients’ records are just as impor- 
tant to them. 

There are really two main divi- 
sions of business records. First, 
there are those records that tell us 
how much money is due from cus- 
tomers for goods and services that 
have been sold. These we call ac- 
counts receivable records. 
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Then, there are those records 
that are necessary if a business is 
to continue to operate. We must 
think of what it would cost to re- 
place or reproduce these vital and 
important records. In the same gen- 
eral division are found records that 
cannot be reproduced, but do rep- 
resent a “stock in trade” value. 
These we call valuable papers. 

Usually any business that needs 
records destruction protection on 
accounts receivable will automati- 
cally need protection for valuable 
papers. There are situations, how- 
ever, where your insured will re- 
quire protection for valuable pa- 
pers, but will not have accounts 
receivable records. 

At the present time, records de- 


struction protection is usually pro- 
vided on two separate policy forms, 
the accounts receivable policy and 
the valuable papers policy. 


Easy TO UNDERSTAND 


You will find that your clients 
will understand the over-all propo- 
sition of records destruction pro- 
tection. After you secure complete 
information on the exposure to loss, 
you will be able to make your pre- 
mium quotation, and when you 
have the order to effect the pro- 
tection, whether you deliver two 
policies or one is not important. 

However, for the purposes of our 
discussion it will be better if we 
consider separately each of the two 
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main divisions of business records 
and the manner in which protection 
can be provided. 

When we divided business rec- 
ords into two main divisions we 
put accounts receivable records 
first. These business records repre- 
sent some pretty important dollars. 
To provide insurance protection on 
merchandise against the perils of 
burglary, robbery, fire, explosion, 
sprinkler leakage, windstorm or al- 
most any other peril is to protect 
the cost of that merchandise still in 
control of your client. Your client’s 
accounts receivable may—and usu- 
ally do—represent an amount of 
money in excess of the value of the 
merchandise on his premises. Also, 
let us keep in mind that accounts 
receivable dollars are big dollars! 
These dollars are made up of at 
least three important parts—the 
dollar value of the merchandise, 
plus the cost of merchandising, plus 
the profit on the merchandise sold. 
These accounts receivable dollars 
are of paramount importance and 
interest to your customers. 

Considering the amount of 
money represented by the accounts 
receivable records and the fact that 
these records are usually concen- 
trated in one small area, we must 
contemplate what the destruction 
or loss of these records would mean. 
An impartial survey by a well- 
known credit organization showed 
that 48 percent of firms whose rec- 
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ords were destroyed did not resume 
business, and that 74 percent suf- 
fered serious impairment of credit 
standing. 

The accounts receivable policy 
will indemnify your insured for loss 
resulting from his inability to col- 
lect money due him from his cus- 
tomers because of the destruction 
or loss of his accounts receivable 
records. 

At the time you have interested 
your client in records destruction 
protection on his accounts receiva- 
ble records, he will probably ask 
you how you can satisfactorily ad- 
just his loss when his records are 
completely destroyed. Whether he 
voices this thought or not, if he is 
at all interested in your proposi- 
tion, you must be prepared and 
must answer it. 

The policy provides for adjust- 
ment of loss. If the actual accounts 
receivable records are destroyed, 
but not the control sheets—which 
may be located in a building not 
damaged by the occurrence that 
destroyed the accounts receivable 
records—then the loss can be 
promptly adjusted from the figures 
on the control sheets or other com- 
parable data. 

In a situation where all records 
are completely destroyed, a pro- 
cedure is set forth whereby an 
equitable adjustment of the loss 
may be conveniently arrived at. 
The steps to be taken are logical 


PROTECT THOSE BUSINESS RECORDS 


and easy to keep in mind. 

At the inception of the policy, 
the insured gives the company, 
through the producer, a statement 
of outstanding accounts for 24 
months prior to the effective date 
of the policy. This statement shows 
the total amount of outstanding ac- 
counts for each month, and also 
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shows the percentage of uncollecti- 
ble accounts receivable for the last 
three years. This percentage may 
be estimated, but usually the in- 
come tax statement will give this 
figure. 

When you deliver the policy, you 
will provide your insured with 
forms on which he will report to 
the company, within 20 days after 
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the end of each month, the total 
amount of accounts receivable on 
the last business day of each such 
month, These statements are re- 
quired by the terms of the policy, 
not only for loss adjustment pur- 
poses, but also to enable the com- 
pany to adjust the premium. Your 
insured only pays a premium for 
the actual average exposure, and 
these statements make this pre- 
mium adjustment possible. 

With these figures in the posses- 
sion of the company, it is possible 
to adjust a loss after complete de- 
struction of the insured’s records. 

It is important to remember that 
the payment to your insured will 
be made at the time he ordinarily 
would have received his money 
from his customers. It is not neces- 
sary for him to wait and see how 
many of those customers will come 
forward and voluntarily pay the 
money they owe. 

Of course, the company—having 
paid your insured the money due 
on his accounts receivable—will ask 
him to turn over to the company 
all amounts recovered by him on 
accounts receivable, that have been 
paid for by the company. 

The accounts receivable policy is 
not too difficult to read and under- 
stand. You should study the con- 
tract and clear up any points that 
are not perfectly understandable 
and reasonable to you. 

To rate the accounts receivable 
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policy, you need the fire contents 
rate for that part of the building 
where the records are kept. As a 
base rate, use the 100 percent co- 
insurance contents rate, reduced by 
50 percent. Or to express it another 
way, one half of the 100 percent 
contents fire rate is the base rate. 
When your insured has better than 
average equipment in which the 
records are kept when not in use, 
there are available discounts up to 
25 percent. Then, too, if your in- 
sured uses a system whereby he 
maintains a duplicate record of 51 
percent or more of his accounts at 
a recognized place of safekeeping 
away from his premises, there is a 
further reduction of 25 percent. 

The entire rating procedure is to 
be found in the miscellaneous sec- 
tion of your burglary manual. 


For VALUABLE PAPERS 


The other major division of busi- 
ness records concerns in part those 
records that are vital to a business 
if it is to continue operations and 
which are important if the business 
is to be conducted so as to render 
service in a competitive market. To 


provide insurance protection on 
these business records, we use the 
valuable papers policy. This con- 
tract indemnifies your insured for 
loss, destruction or damage to valu- 
able papers. It pays the cost of re- 
producing the data that is contained 
in the records. 
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Libraries need valuable papers protection 


In many instances, the value rep- 
resented by business records will 
greatly exceed the value of the 
building in which they are located, 
plus the value of the other contents. 
Recently a loss on blueprints and 
inventory cards amounted to over 
$50,000, whereas the fire loss on 
the building and contents was be- 
tween $27,000 and $28,000. 

Business records are an interest- 


ing insurance problem. They take 
many forms, and not only vary be- 
tween different kinds of business, 
but may be of a variety of forms 
and volume in the same class of 
business. Almost every one of your 
insureds or prospective insureds 
will present a different set of facts. 
Nowhere will you find a greater 
opportunity to use your skill to de- 
velop a true exposure to serious 
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loss than in this subject. Nowhere 
will you find a subject that will 
give you a better opportunity to 
develop a complete picture of your 
client’s operations and therefore a 
complete picture of all of his ex- 
posures to loss than through this 
medium. The possibilities for valu- 
able papers insurance are limited 
only by your willingness to get 
facts and develop a program to pro- 
tect against the possible losses. 

When you discuss this subject 
with your client, he may feel that if 
his business records are destroyed, 
they cannot be replaced or repro- 
duced. That is a natural reaction of 
a businessman who is not primarily 
an accountant. We do know, how- 
ever, that it is possible to reproduce 
records when they are important 
and when money is available to 
pay for their reproduction. 

We have the example of a city 
comptroller who deliberately de- 
stroyed his records in the city hall 
incinerator when an election turned 
him out of office. The then county 
detective, who now happens to be 
the commissioner of state police, 
was able to reconstruct those rec- 
ords so that the district attorney 
successfully prosecuted in a $2,- 
000,000 conspiracy. The trial con- 
sumed ten months and naturally 
revolved around the records. 

While your client may not know 
personally which of his records 
would have to be promptly re- 
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placed nor how much it would cost 
to do the work, his office manager 
or accountant could develop that 
information. If your client uses an 
accounting firm to prepare his 
statements and tax returns, it may 
be necessary for you to secure the 
information from that source. You 
may be sure that a certified public 
accountant will be in favor of your 
client’s having an insurance policy 
that will pay for the cost of his 
services to replace or reproduce 
these business records, and it will 
be to your advantage to bring him 
into the discussion of the matter 
with your client. 


‘STOCK IN TRADE’ VALUES 


You may very well find that some 
of your clients have records of one 
kind or another that cannot be re- 
placed or reproduced but do repre- 
sent a “stock in trade” value. 

Such a person could be the pho- 
tographer in your community. His 
negatives represent a “stock in 
trade” value to him. Some of his 
customers will want additional 
prints of pictures he has taken. Al- 
though his negatives are not “pa- 
pers” they are records, just as a set 
of addressograph plates could be 
the record of your customer’s mail- 
ing list and covered under a valu- 
able papers policy. There are other 
classes of business where records in 
one form or another are valuable 
but cannot be replaced or repro- 
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duced. When such records consti- 
tute a “stock in trade” value, it is 
only fitting that we as insurance 
people should provide protection to 
pay the loss that might be suffered. 
A list of the types of businesses 
that are prospects for destruction 
of records insurance would include 
almost all of the business and pro- 
fessional pursuits in our everyday 
life. Practically every business to- 
day has a growing investment in 
records made necessary by the re- 
quirement to meet government reg- 
ulations in connection with social 
security, wage and hour, securities 
exchange commission and _ other 
Federal and state laws. Such rec- 
ords must be replaced if destroyed 
by fire or other causes. 
Libraries—public, law, university 
or private—are a type of risk to 
which the valuable papers policy 
is particularly suited. The Ameri- 
can Library Association stresses this 
fact in the insurance manual it has 
prepared for its members. 


RATING PROCEDURE 


The rating of the valuable papers 
policy is quite simple. In the mis- 
cellaneous section of your burglary 
manual you will find the rules that 
govern the rating procedure. 

You may write the policy with 
the full amount of protection ap- 
plying on a blanket basis. For this 
coverage you increase by 50 per- 
cent the 100 percent fire contents 
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rate for the building where the 
property is located. The loading is 
subject to a maximum of 40 cents 
per $100 of insurance. 

You may write the policy with 
the full amount of protection ap- 
plying on specified items—for ex- 
ample, an agreed amount per sur- 
vey map, abstract, record card, 
deed of trust or book. For this 
coverage you increase the 100 per- 
cent fire contents rate by 5 percent. 
The loading is subject to a mini- 
mum of 5 cents per $100 of insur- 
ance. 

You may write the policy with 
an amount of blanket, and also an 
amount of specific, coverage. There 
are risks where it is best to provide 
the total amount of insurance di- 
vided as to blanket and specific, to 
attain the best protection. 

Naturally, this subject of records 
destruction protection cannot be 
exhaustively discussed in a_ brief 
article. It is an important subject, 
worthy of further study, and you 
will find that the investment of 
your time and effort to familiarize 
yourself with the policy contract 
and the manual rules will pay you 
big dividends. You will then be in 
a position to intelligently evaluate 
exposure to serious loss and to pro- 
vide the protection against loss in 
adequate amounts and on proper 
forms. Business records—yours and 
your clients’—are truly a source of 
business for you. 





. .. AUTOMOBILE 
Multi-misfortune. In Lima, Peru, a 
pedestrian, knocked down by a hit- 
and-run driver, shouted for help, was 
picked up by three samaritans who 
robbed him of his money and cloth- 
ing . . . In Kitchener, Ontario, a 
motorist whose car was clipped by a 
hit-and-run truck called police to re- 
port the fact. While he was thus en- 
gaged, a second truck rammed his car. 
Just after police arrived, another mo- 
torist came along, hit it for the third 
time, to avoid running down the con- 
stable . . . In San Francisco, Calif., a 
thief trying to make a getaway from 
a bank he had just robbed, decided he 
couldn’t take time to unlock his own 
car, jumped into one nearby and or- 
dered the occupant to drive away. 
Unfortunately, he discovered the car 
was jacked up for repairs. Accordingly 
the thief jumped into a third car that 


drove up, found it was occupied by a 
cop ... Voice of Judgment. In Santa 


Barbara, Calif., a motorist’s defense 
to the court that he was driving only 
25 miles per hour when he passed 
another car, fell flat when the judge 
remarked: “The car you passed was 
going 25 miles per hour. I was driv- 
ing it.” 


... BURGLARY & THEFT 
Sneezin’ Season. In Paris, France, a 
woman who took 474 handkerchiefs 
and 170 dish towels from her em- 
ployer had a good excuse to offer po- 
lice. She suffered from hay fever, she 
said, and planned to give them all 
back when the pollen season ended 
. Good News. In Niagara Falls, 
N. Y., someone broke into a private 
garage during the night and left the 
delighted owner three automobile 
tires and a couple of wheels (value, 
$50) . . . Pick and Chews. In Toledo, 
Ohio, someone stole 4,700 sets of false 
teeth from a dental laboratory. 


... FIRE 
Dramatic Interlude. In Pittsburgh, Pa., 
while a man and his wife were watch- 
ing a television show at a neighbor’s 
house, an announcer interrupted the 
program to let them know their own 
house was on fire . . . Who? Me? In 
Alpena, Mich., a youth accused of 
setting fire to his home explained: “I 
couldn’t have done it. I was in De- 
troit that day, stealing a car.” 


... LIABILITY 
Slight Error. In Akron, Ohio, the City 
Council voted to reimburse a house- 
wife in the amount of $20, after a 
near-sighted garbage collector made 
off with her basket of freshly laun- 
dered clothes, instead of the family 
refuse pail. 





Personal suretyship still exists 
in high proportion in some 
localities, and many people— 
even some lawyers and judges 
—do not fully recognize the 
dangers of personal bonds 


Corporate vs Personal Bonds 


OT MANY readers of THE 

CasuUALTY AND SURETY JOUR- 
NAL need to be convinced as to 
the relative merits of corporate and 
personal suretyship. 

What is needed is to get the story 
of corporate suretyship before the 
general public—to the man who 
may ask a friend to sign a bond, 
or be asked to sign one, or to give 
advice concerning the matter of 
bond. These people include busi- 
nessmen, lawyers, doctors and the 
ordinary man in the street. 

One effective way to spread the 
gospel of corporate bonds is for 
agents and surety men to make 
short speeches on this important 
topic before local civic clubs or 
similar groups, even public speak- 
ing classes. In so doing they will 
The author—Mr. Russell is vice president 
and manager of the court and miscellaneous 
bond dept. of the American Surety Group. 
A graduate of State Teachers’ College in 
Superior, Wise., and N. Y. University School 
of Law, he joined American Surety’s Metro- 
politan Branch in 1925. He entered the 
home office court bond department in 1928, 


became its manager in 1934, and was elect- 
ed vice president in January 1949. 


By ALBERT H. RUSSELL 


be rendering a distinct service, not 
only to our industry, but to the 
general public as well. Spiced with 
anecdotes and examples which 
may be gathered locally, talks on 
this subject should prove novel, 
interesting and informative to most 
audiences. 

Local insurance groups might 
well take on this matter as a proj- 
ect, as was done with success in 
Kansas a few years ago. Some one 
or more members should be se- 
lected to speak on “Corporate vs 
Personal Bonds” before various 
community groups or specially ar- 
ranged audiences. Any discussion 
of the subject might include some 
of the information and ideas which 
follow. 

The history of personal surety- 
ship is very long. The practice of 
one person guaranteeing the acts 
of another, or obligating himself to 
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pay the debts of another, probably 
antedates any of the present forms 
of insurance. Ancient literature 
contains many wise warnings to 
beware of becoming surety for 
another, perhaps the best known 
of which is the Old Testament re- 
minder, “He that is surety for a 
stranger shall smart for it and he 
that hateth suretyship is sure.” It 
was not with the idea of surety- 
ship that writers in ancient times 
found fault, but with the financial 
loss which might be suffered by 
the innocent surety and his family. 
Of course, that was long before 
the days of corporate suretyship. 

Not 1840 did corporate 
suretyship have its first small be- 
ginnings in England, and it was 
1878 the first corporate 
bonds were issued in the United 
States. Within a few years a num- 
ber of corporate surety companies 
began to operate and the Congress 
of the United States made provi- 
sion for the acceptance of their 
obligations. Similarly state legisla- 
tures began to provide that cor- 
porate surety bonds could be ac- 
cepted wherever bonds were re- 
quired by law and, in fact, they 
often provided that if a corporate 
bond were given it need not be so 
large as the personal bond re- 
quired. 

Within less than three quarters 
of a century the business of cor- 
porate suretyship has grown by 


until 


before 
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leaps and bounds until today the 
outstanding surety liability of the 
many companies now doing busi- 
ness runs into literally billions of 
dollars and premiums upwards of 
$135,000,000 a year. It is not too 
much to say that the surety in- 
become one of the 


dustry has 


shock absorbers of business, taking 
its place alongside life, fire and 


casualty insurance. 

In many classes of surety bonds 
personal suretyship is almost un- 
known. No governmental agency 
in its right mind would think of 
accepting a personal bond to guar- 
antee performance of a construc- 
tion contract. Only a rare, and not 
very bright, litigant would let his 
adversary get away with filing a 
personal bond on appeal, or to dis- 
charge an attachment, and he 
would object strenuously if the 
court sought to approve such a 
bond. One would think that the 
same thing might hold true wher- 
ever bonds are required. 


Many PERSONAL BONDS 


Unfortunately, in certain fields, 
notably fiduciary and public offi- 
cial, personal bonds are still very 
numerous. They are by no means 
unknown in connection with vari- 
ous classes of license and miscel- 
laneous bonds. Let us_ consider, 
then, the relative merits of cor- 
porate and personal bonds. 

If we assume that when bonds 
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are required of fiduciaries, public 
officials and others it is really de- 
sired that the bonds shall furnish 
protection to those entitled to it, 
the choice between corporate and 
personal bonds is pretty one-sided. 
A personal bond has only one ad- 
vantage (if one can call it that) 
over a corporate bond, and that is 
that it is cheaper, since the friend 
who is asked to sign usually makes 
no charge. However, as is true gen- 
erally of “bargains,” the personal 
bond is all too often worth just 
about what it cost. 

Let’s consider the facts about 
personal suretyship from the stand- 
point of all the parties who might 
be affected. How good is the prac- 
tice of giving personal bonds as 


respects (1) the public which is 
supposed to be protected, (2) the 


personal surety, (3) the person 
who asks another to sign his bond 
and (4) the court or public body 
whose duty it is to see that ade- 
quate bonds are furnished and 
maintained? 

Fiduciary bonds are intended to 
protect creditors, heirs, legatees, 
minors and incompetents. Public 
official bonds are required to pro- 
tect. governmental bodies and 
agencies and the public in gen- 
eral. What kind of protection do 
they get if, when a claim is made, 
the sureties cannot be made to re- 
spond? When the claim is against 
personal sureties it too frequently 


CORPORATE VS PERSONAL BONDS 17 


happens that the property which 
was supposed to be the actual se- 
curity behind the bond has been 
lost, or that there was no real se- 
curity of value even at the time the 
bond was accepted. The personal 
surety may have signed a number 
of bonds listing the same prop- 
over and over 


erty as_ security 


Albert H. Russell 


again. A loss on one bond wipes 
out the security of all. 

It must be remembered that lia- 
bility on fiduciary and other bonds 
may be latent and slow to appear. 

For example, it often happens 
that personal sureties die and their 
estates are distributed without any 
regard for the bond on which they 
were surety. A receiver who was 
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surcharged $78,256 had given a 
bond 12 years before with five 
personal sureties. By the time of 
the surcharge, four of the five were 
dead. Trouble sometimes develops 
years after everyone, including the 
court and surety, thought an es- 
tate fully settled. An example of 
this is a claim of over $230,000 
paid by a corporate surety on a 
bond supposedly cancelled by 
court order many years before. The 
claim was based on actions occur- 
ring 18 years before claim was 
made. Is it likely that personal 
sureties could have made good in 
a case like that? 

It stands to reason that even if 
personal sureties are solvent, when 
a loss comes they are likely to be 
most reluctant to pay and _ their 
property much harder to reach 
than that of a corporate surety. 
Furthermore, since personal sure- 
ties are voluntary and usually are 
not compensated, the courts some- 
times hold them to a lesser degree 
of accountability than the compen- 
sated corporate surety. Courts may 
view a personal surety’s plight with 
sympathy, but few tears are shed 
for a corporate surety. In other 
words, a personal bond at its best 
is not as good as a corporate bond. 

When it comes to demonstrat- 
ing the danger to the personal 
surety himself, our task is easy in- 
deed. 

Most 


of those who sign per- 
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sonal bonds do not fully under- 
stand what they are doing, nor 
for what liability they are obligat- 
ing themselves and their estates. 
Generally they think they are 
merely guaranteeing the honesty 
of a friend, that their act is merely 
a matter of form. The fact is that 
in signing bonds for fiduciaries, 
they bind themselves that the fidu- 
ciary will faithfully perform his 
duties according to law, which in- 
cludes many things besides being 
honest. Courts have held sureties 
on bonds of fiduciaries answerable 
for loss to the estate from the fol- 
lowing causes, among many: 
Negligence. 
Failure to reduce the es- 
tate property to possession. 
Estate debts (in insolvent 
estates) not paid in the or- 
der of their priority. 
Failure to distribute the 
estate properly. 
Nonpayment of personal 
debts to the estate, or sub- 
sequent loans of estate 
funds to the fiduciary. 
Failure to invest funds in 
accordance with statutory 
requirements. 
Misinterpretation of the 
law. 
Exceeding authority grant- 
ed by statute. 
Failure to obey orders of 
the court. 
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funds 
of de- 


10. Loss of _ estate 
through failure 
pository bank. 

All of these in addition to em- 

bezzlement of estate funds through 
outright dishonesty! 


SIGNING ‘For A FRIEND’ 


What does this mean to the per- 
son who signs a fiduciary or a pub- 
lic official bond “for a friend”? It 
means that even though he is 
willing to take the risk that his 
friend will remain honest, and 
that is risk enough, he must also 
risk his personal assets, and per- 
haps his family’s security, on his 
friend’s knowledge of the law, on 
his faithfulness and diligence in 
performing his duties, and on the 
hope that circumstances beyond 
his friend’s control may not sub- 
ject him to loss. He might just as 
well sign a bond to indemnify 
against loss through fire in order 
to save a friend the few dollars’ 
cost of fire insurance. 

As for the person who asks an- 
other to sign his bond, it can be 
seen from the foregoing that, to 
say the least, he has a “helluva” 
nerve to ask such a favor. Apart 
from that, some day the tables 
may be turned and he may be 
asked to return the favor in a way 
not to his. liking. Having put him- 
self under obligation, how will he 
be able to say “no”? 


Courts and _ public _ bodies 


charged with approving a fiduciary 
or public official bond can easily 
carry out that responsibility if 
they insist on bonds with approved 
corporate sureties. They have the 
help of the state insurance depart- 
ments who regulate and examine 
surety companies to see to their 
continued solvency. The machinery 
is generally lacking to examine per- 
sonal sureties adequately to see 
that they offer real security even 
at the start; and of course little, 
if anything, can be done to find out 
whether personal sureties remain 
solvent as the years go by. Much 
embarrassment may follow when 
trouble comes and the bond which 
was supposed to protect is found 
to be worthless. There may even 
be a potential liability for breach 
of duty in approving or accepting 
an inadequate bond. 


IN THE PuBLIC INTEREST 


Personal sureties usually sign 
a bond and forget it unless they 
are rudely reminded of their act 
because something has gone 
wrong. Corporate sureties serve the 
public by endeavoring to use care 
in their selection of risks, by ap- 
plying safeguards of various kinds 
as a part of their loss prevention 
activities, and by following to see 
that principals properly perform 
their obligations. 

When the foregoing facts are 
considered, it is a wonder that 
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personal suretyship can continue 
to exist in competition with cor- 
porate suretyship. Since it does still 
exist in high proportion in some lo- 
calities, it is evident that there is 
still a job to do to educate the pub- 
lic and even some lawyers and 
probate judges who do not fully 
recognize the dangers and folly 
of personal bonds. 

It is not proposed that personal 


bonds be eliminated aikihe but 
that encouragement should be 
given to the adoption of legal re- 
quirements which would require 
personal sureties to support their 
bonds with security of real value. 

These legal requirements may 
consist of laws enacted by the state 
legislatures or of rules adopted by 
probate courts. An example of the 
first is the law in New York State 
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which requires that when personal 
sureties are offered on any fidu- 
ciary bond over $1,000 where real 
estate is listed as the security be- 
hind the bond, the personal sure- 
ties must file under oath full de- 
tails about the property, and any 
liens, unpaid taxes and other en- 
cumbrances against the property, 
as well as its assessed value, mar- 
ket value and value of the equity. 
The bond must be recorded with 
the county clerk and then becomes 
a lien on the real property listed 
in the statement. This lien cannot 
be cancelled until the county clerk 
has had filed with him a copy of 
the order discharging the sureties 
or, in certain cases, an affidavit. 
A similar law exists in the state 
of Wisconsin. 

Regulation of personal sureties 
by court rules is illustrated by the 
rules adopted many years ago by 
the Probate Court in Cook County, 
Illinois. Personal sureties in that 
court are required to complete a 
questionnaire disclosing fully their 
financial condition and to agree 
to refrain from conveying or en- 
cumbering their property until the 
entry of an order of release as 
surety. 

The effect of the enactment of 
laws and the adoption of court 
rules of this type is to discourage 
prospective personal sureties from 
attempting to qualify, and also to 
provide better protection for es- 
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tates where personal sureties do 
take the necessary steps to qualify. 
If it is necessary to supervise and 
regulate corporate sureties as is 
done in every state, it is certainly 
equally necessary to make some 
rules covering personal sureties. 


A strong testimonial to the value 
of corporate probate bonds and 
the inadequacy of personal bonds 
can be found in the foreword of a 
recent publication of the Surety 
Association of America, “The Sure- 
ty Bond in Court Proceedings.” 
There the Hon. William F. Waugh, 
Judge of the Probate Court of 
Cook County, Illinois, said: 

The Illinois Legislature in its 
wisdom has discouraged the use 
of personal sureties. Our Probate 
Court by Rule now demands a 
complete disclosure of the finan- 
cial responsibility of personal 
sureties and, in many cases, this 
investigation has shown them to 
be entirely inadequate. Corporate 
suretyship assumes risks that most 
individuals cannot afford to as- 
sume. All of us can recall cases 
in which personal sureties have 
sustained tragic losses. The surety 
companies of America have per- 
formed a valuable and needed 
service in our probate courts 
aside from a purely loss-absorbing 
function by assisting the court in 
supervising probate estates. This 
supervision has unquestionably 
saved many estates from improper 
administration to the benefit of 
the beneficiaries and wards. These 
companies have been and I hope 
always will be our valued allies. 
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The Veterans’ Administration a 
few years ago required guardians 
of incompetent veterans to substi- 
tute corporate bonds when per- 
sonal bonds had been on file. Ac- 
tual, practical experience caused 
that organization, and many others 


concerned with the protection 
which bonds should afford, to pre- 
fer the modern, reliable corporate 
bond. 

All in all, not much that is fa- 
vorable can be said for personal 
bonds. A consideration of the facts 





























leaves no doubt that personal 
bonds do not properly protect the 
public, that signing such a bond 
is unwise and dangerous, that no 
person ought to impose on another 
by asking him to sign a bond, and 
that the official approving an in- 
adequate bond may be subject to 
embarrassment and _ potential li- 
ability. Corporate bonds are su- 
perior from every standpoint. They 
can be readily obtained at moder- 
ate cost and they do the job for 
which they are intended. 











“Two bits he’s talking to a dame!” 





If the students can’t get to 
school, carry the school to them 
—by voice! Here’s a unique 
idea that worked well for 
CPCU study groups in Ne- 
braska and is fast spreading 
to other states 


Nebraska’s Traveling Classroom 


HE FUTURE of the insurance 
business as we know it and 
the American Agency System in 
particular, is dependent upon the 
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development of those persons en- 
gaged in that business to a profes- 
sional level.” 

That statement was made by 
Corlett T. Wilson, editor of The 
Professional Agent, at an annual 
meeting of the Nebraska Associa- 
tion of Insurance Agents and he 
was one hundred percent right. It 
is only through a demonstrated 
knowledge of the ability to meas- 
ure and satisfy the needs of the 
insurance-buying public that we 
who are engaged in this business 
will be able to keep insurance in 
the hands of private industry, 
where it surely belongs. The days 


The author—Mr. Allgood, executive secretary 
of the Nebraska Association of Insurance 
Agents since 1948, is also instructor in Eng- 
lish at the University of Nebraska’s extension 
division. A graduate of the Univ. of Nebraska 
College of Business Administration in 1941, 
he served as a commissioned officer in the 
U. S. Army from 1941 to 1946. He was 
awarded the CPCU designation in 1950. 
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By RICHARD C. ALLGOOD 


of haphazard underwriting, of over- 
lapping coverages, of underinsured 
and misinformed assureds, are over. 
The modern-day insurance man, 
whether he be an agent, under- 
writer, company executive or ad- 
juster, must be thoroughly familiar 
with the product he sells and the 
needs of his customers. And he 
must be able to tailor a program 
specifically and directly to the re- 
quirements of a particular client, 
with the greatest protection, in the 
most economical manner. 

Fortunately, there is in the prop- 
erty insurance business today a 
vehicle for recognizing the profes- 
sional standing of those engaged 
in the business on a career basis. 
This is the highly coveted “CPCU” 
designation, which at the present 
writing has been awarded to 494 
persons. 

The attainment of this designa- 
tion is dependent upon the fulfill- 
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ment of several requirements, 
which have been set up as the 
standards to be achieved before the 
so-called “professional status” has 
been reached. Probably the biggest 
hurdle of all is the successful pass- 
ing of five separate examinations, 
on five different aspects of the busi- 
ness. The passing of these examina- 
tions depends in turn upon a thor- 
ough knowledge of every phase of 
the business, and that knowledge 
can be gained only through years 
of practical experience or by a 
period of very intensive study on 
the part of the individual con- 
cerned. 


INSTRUCTION PROBLEM 


Here is where the difficulty 
starts. In many localities, lack of 
study facilities and absence of 
qualified group leaders who will 
devote the time necessary to a 
study group’s success, serve as de- 
terrents to the establishment of 
successful CPCU study groups. 
This problem of proper instruction 
is and has been one of the prin- 
cipal reasons why the CPCU move- 
ment has not gained more popu- 
larity in a large number of states. 
Until last year it was particularly 
bothersome in Nebraska. 

In particular this problem both- 
ered two study group leaders in 
Grand Island, Nebraska, where the 
Part I course had been limping 
along without too much success. 
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Then one of these men, James L. 
Christensen, of Aurora, hit upon 
the very unique idea of tape-re- 
cording the CPCU lectures deliv- 
ered in Lincoln, and mailing these 
lectures oyt to the various study 
groups throughout the state. Al- 
bert F. Blackburn (now CPCU) am- 
plified the idea by providing that 
a regular circuit be established, 
wherein each group leader would 
mail the recordings on to the next 
man on the list. This was the birth 
of what has been termed “Ne- 
braska’s Traveling Classroom.” 

Most skeptics predicted an early 
death to this brainchild of the two 
Grand Island study group leaders. 
However, the education committee 
of the Nebraska Association felt it 
was only fair to give the project 
a chance. 


THE ‘VoIcE’ 


The necessary supplies, includ- 
ing recording and playback ma- 
chines, as well as recording tapes, 
were purchased and the program 
commenced. The group leader in 
Lincoln was Dr. Curtis M. Elliott, 
professor of insurance at the Uni- 
versity of Nebraska, and a nation- 
ally recognized authority on the 
entire field of property and casual- 
ty insurance. He agreed to become 
the “voice” and permit his lectures 
to be tape-recorded and played 
back before a number of unseen 
audiences throughout the state. 
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Study groups which had been 
established in Grand Island, Has- 
tings, North Platte, Scottsbluff and 
South Sioux City, enlisted in the 
plan, and agents from surrounding 
towns were invited to participate. 
The success of the plan was imme- 
diate, due in large part to the excel- 
lence of the lectures, the ease of 
receiving the instruction, and the 
clock-like precision with which the 
meetings were conducted. Letters 
started coming into the Lincoln 
study group, asking that other 
towns be considered for the circuit 
the following year. 

During the past 1950-1951 
school year, groups in 15 Nebraska 
cities have employed the traveling 
classroom, and 126 persons were 
enrolled—an indication of the en- 
thusiasm with which the program 
has been received. Several other 
states have since examined the 
workings of the plan, and will 
adopt either the Nebraska plan or 
some modification of it within the 
next year. 

In order to make a plan such as 
Nebraska’s traveling classroom a 
success, there are, of course, cer- 
tain mechanics which must be 
employed, and certain principles 
which must be followed. 

The course outline of the Ameri- 
can Institute must be followed im- 
plicitly. There must be a common 
meeting- or rather studying-ground 
for all the many participants in far- 
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flung places, who participate in the 
plan. Thus, the study course out- 
lines prepared each year by the 
American Institute for Property and 
Liability Underwriters must be the 
guide used by all students. By 
using these outlines, assignments 
may be prepared in advance by 
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reading and outlining material in 
the variously assigned textbooks. 
An outstanding lecturer-instruc- 
tor must be employed. The “voice” 
which is recorded on the tape must 
be that of an outstanding authority 
on the field of property and lia- 
bility insurance, and he must fol- 
low the outlines and class assign- 
ments of the American Institute as 
closely as his students. If this co- 
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ordination is not effected, the en- 
tire program will bog down. A pro- 
fessor of insurance, or a qualified 
company executive or field man 
makes the best lecturer-instructor, 
and if a training officer from an 
insurance company home office is 
available, his services should by 
all means be enlisted. 

This “voice” must be able to 
give a concise, down-to-earth dis- 
cussion of the points in the out- 
line, and have that uncanny fac- 
ulty, possessed by good teachers, 
for abstracting from the mass of 
printed material those salient facts 
which need special emphasis. 

The mailing circuit must be ad- 
hered to religiously. It seems almost 
superfluous to mention that it is 
absolutely essential to the success 
of the program for each study lead- 
er to be a person who can be 
counted on to handle the record- 
ings personally and with the neces- 
sary care, and who will see that 
the next group on the circuit re- 
ceives the tapes on time and in 
good condition. In Nebraska the 
tapes are sent from one group to 
another by mail, and to date we 
have never had a delay due to the 
mails or poor mail service. 

Test FREQUENTLY 

Frequent testing is essential. 
Because the element of personal 
contact with the instructor is lack- 
ing, it is important that participants 
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be given frequent short quizzes on 
the material which has been as- 
signed. Thus both the instructor 
and the students can determine 
whether the material is being cov- 
ered properly and assimilated ade- 
quately. 
KEEP NOTEBOOKS 


Notebooks must be kept. Each 
student must keep a notebook of 
class notes. The suggested proce- 
dure is to use one notebook to re- 
cord classroom handwritten notes 
of the lectures as they are deliv- 
ered, and a second, permanent 
notebook, preferably typewritten. 

This permanent notebook should 
be composed from three sources: 
(1) the class outline of the American 
Institute for Property and Liability 
Underwriters; (2) the handwritten 
classroom notes, and (3) material 
taken from the textbook references 
in the Institute’s study outline. This 
permanent-type notebook is the 
best possible source of review for 
the CPCU examination, and is an 
excellent permanent record to add 
to a personal insurance library. This 
latter point has added significance 
in that the student can more read- 
ily interpret material which he has 
written himself. It might also be 
added that the class material cov- 
ered will be up to date in most 
respects. 

Outside preparation. The indi- 
vidual student must discipline him- 
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As the lecturer conducts a CPCU study group, his words are recorded on the 
tape machine for the benefit of other groups throughout the state 


self to study the textbook references 
in the Institute’s study outline, and 
this should be done before the class 
session on that particular material. 
This procedure gives the student 
the opportunity to orient his think- 
ing and understand the material 
better when it is presented orally 
by the lecturer-instructor. 


Review sessions. Just before the 
CPCU examinations are taken, a 
series of review lessons should be 
engaged in by the entire student 
body. These reviews should be 
undertaken by the students both 
individually and as a group. 

A recommended procedure for 
either group or individual review is 
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for students to provide themselves 
with all the previous composite 
questions and answers. These may 
be obtained from the Institute for 
a small charge. Next, starting from 
the beginning in their permanent- 
type notebooks, lesson assignments 
should be reviewed, one by one. As 
each assignment is completed, stu- 
dents should refer to the question- 
and-answer reference at the end of 
the outline, and tie in those ques- 
tions with the classroom notes 
which have been taken. 

Another suggested review pro- 
cedure is to answer previous exam- 
inations without reference to the 
answers. Later comparison with 
the suggested answer will be help- 
ful. 

The CPCU examinations are pre- 
pared to test the examinee on his 
ability to give a “professional ans- 
wer” to the questions. Thus not 
only must the CPCU aspirant ac- 
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quaint himself with all the intri- 
cacies of insurance coverage and 
general professional knowledge, 
but he must also acquire the ability 
to record his thoughts creditably in 
writing. Many successful persons 
speak well but write abominably, 
and the opposite is also true. 

The best practice in writing is to 
write. There is a necesary coordin- 
ation between thought and written 
words, which can be developed and 
improved only through practice. 

Any group of insurance people 
who assiduously employ the “trav- 
eling classroom” and the few basic 
ideas which have been presented 
above, should be able to pass the 
CPCU examinations with at least 
a 75 percent pass ratio. 

The future of private insurance 
is dependent upon our ability to 
raise the business to a professional 
level. We can do it if we all be- 
come CPCU’s. 


A student in Penn State’s famous fishing class 
had hooked a very small trout and had wound in 
the line until the fish was rammed against the 


end of the rod. 


Pupil: “What do I do now?” 
Instructor: “Climb up the rod and stab it.” 


—The Concentrator 
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“Can you cash a large check?” “Tll have to hang up now, Agnes, 
someone’s at the door” 





Court 


Decisions 
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ALAN GRELLER, LL.B. 


Liability for Animals—A thirteen-year- 
old girl, after riding her horse around 
the riding path near the stable where 
it was customarily kept, took it into 
its stall in the stable and fed it some 
sugar. She then commenced to give 
some sugar to a stallion belonging to the 
owner of the stable which was standing 
in a nearby stall. The stallion took the 
sugar from her hand and then bit her, 
severing the fourth and fifth fingers of 
her right hand. Suit was brought on 
her behalf against the owner of the 
stallion on the ground that the animal 
was vicious and that the owner had 
knowledge of that fact and neglected 
to restrain it. The jury returned a 
$10,000 verdict in her favor and a 
judgment for $8,500 was rendered for 
her when she consented to a reduction 
to that amount. The appellate court 
affirmed the judgment. (Hagerty v. 
Radle (Minnesota 1949) 37 N.W. 2d. 
819.) 
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Liability to Pedestrian—An_ elderly 
woman, while walking along the side- 
walk in front of a garage and service 
station, stepped into a hole in the 


cement and fell. The sidewalk had 
been broken in many places by cars 
driven over it to and from the service 
station. In her suit against the garage 
to recover for her injuries the trial 
court dismissed her action on the 
ground of her own negligence, but the 
appellate court reversed the judgment 
and ordered a new trial, holding that 
the question of whether the woman 
was negligent herself and hence not 
entitled to recover should have been 
decided by the jury. (Halpern v. Bar- 
bara Holding Corp. (New Jersey 1949) 
68 A. 2d. 468.) 
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Liability of Bottler—A man purchased 
a bottled soft drink in a factory com- 
missary. He had consumed part of the 
contents when he discovered that the 
drink contained a worm or part of a 
worm. He became sick and nauseated, 
which condition appeared at intervals 
for several days and required treat- 
ment by a physician. He sued the bot- 
tler of the drink and recovered judg- 
ment for $750, which was affirmed 
on appeal. (Magic City Bottling Co. v. 
Tolbert (Albama 1949) 41 S. 2d. 619.) 
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STEEL TRUCK, reduced to its lowest com- CARRIER TRUCK lies on its side after colliding with 
mon denominator, lies across tracks after it another truck loaded with corn (see foreground). 
was hit by a Diesel locomotive at a grade Carrier’s trailer was loaded with four brand new auto- 
crossing. Driver of the truck was critically mobiles, fresh from the factory, at least two of which 
injured, and the locomotive was disabled. seem to be destined for a secondhand market. 


A Truck 


STATION STOP. Part of the waiting room of this rail- BIG LIFT. Giant cranes are clearing away 
road station was reduced to rubble after 27 freight cars the wreckage caused by the derailment 
jumped the track and one of them smashed into the build- of ten cars of two freights. The wreck 
ing. The accident occurred very early in the morning when blocked main freight lines and forced 
the station was unoccupied, and there were no injuries. detours of many passenger trains. 
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SWITCH BOX. An electric switch box was be- BLOW TORCH. Seventy-five new and used automobi 
lieved to have been the origin of this raging fire were reduced to charred skeletons when this garage we 
which swept through a rambling factory and up in flames at a total estimated cost of $250,000. The 
leveled it to the ground. The cost of damage was believed to have been started by thieves who we 
was estimated at some $200,000. using a blow torch to open the garage office safe. 
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‘ 
ENGINE TROUBLE. It takes quite a blow to rip a car’s HIGH WIRE. The impact of a_ two- 
engine from its moorings under the hood and fling it 30 feet collision rammed this automobile up a te 
across the road, but that’s what happened when the driver phone pole and hung it on a guy-wire. QC 
of this car swerved off the highway and hit a grove of trees. person was killed and eight others were 
He escaped death, but was seriously injured. jured in this early-morning smash-up. 
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ARK DAY. Clouds of smoke darken the noonday sky, 

fire sweeps this big lumber yard. A dark day, too, in 
rms of costs, which were estimated at $1,000,000. Fire- 
en from 20 neighboring communities battled for several 
burs before bringing blaze under control. 


PRINT OF DEATH. The steel top of this car, moulded in 
impression of the tree trunk, shows the terrific impact of its 
ish. The car careened out of control for 425 feet on the high- 

before wrapping itself around the tree. One teen-ager was 
ed in the crash, two others badly hurt. 


FOUR ALARM. Firemen, in a tangle of fire 
hoses, twisted rubble and fallen electric wires, 
are fighting desperately to hold down this four- 
alarm fire which started in a rubber plant and 
quickly spread to neighboring houses. 


Automobile | 


LAST RIDE. Bystanders stare at torn 
wreckage of this car in which four teen-age 
girls died, two others were injured and 
one miraculously unharmed after the car 
left the road and crashed into a tree. 
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CAVE-IN. Seven persons were injured and the CLEAN-UP. Employees of this grain elevator are work- 
bank building on the corner was damaged when ing feverishly to get these thousands of bushels of 
a gas main exploded on this busy street. The gas spilled grain under cover. The accident occurred when 
was said to have been touched off by street a concrete wall of the huge storage shed collapsed. 
workers when the main was damaged. Cause of the collapse was not apparent. 


A Collapse 
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THAT SINKING FEELING. Nearly 300 feet of highway 
has already gone down 50 feet and the decline continues. Tele- 
phone poles at left once stood on level with men at right. High- 
way engineers claim a sea of wet blue clay under hillside is to 
blame, and they plan to re-route the road. 


Miscellaneous \ | 


NEW WRINKLE. This may be the first 
time in history that a city got water from 
an electric light pole. Cause was a water 
main which burst under the pole and shot 
water up through nearest exit. 
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Total annual losses to business 
and industry resulting from 
crime are not known, but it is 
believed they approach the 
billion-dollar mark. Here are 
some suggested safeguards to 
help cut these losses 


Let’s Cut Crime Losses! 


TATIsTIcs released from time to 
S time by law enforcement agen- 
cies, insurance bureaus, trade as- 
sociations and various other sources 
reveal huge financial and property 
losses to business and industry as 
the result of crime. Unfortunately, 
there is no complete compilation 
maintained anywhere, so the total 
amount is not known. 

Some experts estimate the 
amount of inside losses alone, per- 
petrated by individuals who have 
custody and control of the money 
and property, to be $400,000,000 
a year. In addition, there are fre- 
quent losses caused by forgers, 
burglars, thieves and fraud opera- 
tors. This additional sum is not 
even estimated, but it is believed 
to be as large or greater than the 
total amount of inside losses. 

The author—Mr. Flynn, past president of the 
Commercial Crime Commission whose head- 
quarters are in New York City, was for 27 
years associated with the National Surety 
Corporation, investigating and analyzing 
financial crime losses. He was manager of 
that company’s research dept. and its New 


York City claim dept. when he resigned to 
head the Commercial Crime Commission. 
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By WALTER L. FLYNN 





How many firms and corpora- 
tions have such losses in the course 
of a year’s time? We can arrive at 
a fairly good estimate by consider- 
ing the number of crimes men- 
tioned in the Uniform Crime Re- 
port of the Department of Justice. 
We learn that a crime happens 
every 18 seconds and reaches an 
annual total of nearly 1,800,000 
major crimes. This information is 
gathered from local law enforce- 
ment agencies which serve 100,- 
000,000 inhabitants. 

What lines of industry and busi- 
ness have losses? In a survey made 
not long ago of only the under- 
insured fidelity losses, it was 
learned that substantial losses oc- 
cur in practically every line of busi- 
ness and industry. Some of the in- 
dustries were chemical, oil, liquor, 
textile, automobile, furniture, bank- 
ing. Also affected were hotels, 
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theatres, public utilities, public 
officials, fraternal orders and many 
others, including the retailers for 
the various industries first men- 
tioned. It is interesting that the 
positions held by the individuals 
responsible for the losses were as 
varied as the industries and _ busi- 
nesses attacked. They ranged from 
president to watchman, and in- 
cluded nearly every position in be- 
tween. A small number of cases 
showed collusion, where two or 
more individuals acted in concert 
or conspiracy. 

What about the losses caused by 
forgers, burglars, thieves and fraud 
operators? They, too, reach into 
nearly every line of industry and 
business. Among the outstanding 
are instances of checks stolen from 
the mail and cashed at retail stores 
upon forged endorsements. Then 
there are the shoplifting losses 
which occur constantly. Safe bur- 
glary and merchandise burglary 
happen somewhere every night. 
Clever thieves have stolen securi- 
ties and other valuable papers from 
messengers, and even from the 
premises of banks and other finan- 
cial institutions. 


EFFECT ON BUSINESS 


Dishonesty losses often have a 


drastic effect upon business. In 
some instances the total embezzle- 
ments in a particular firm have 
been so large that the firm was 
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forced into bankruptcy. At such 
times innocent employees lose their 
jobs, and other companies which 
have extended credit to the firm 
suffer a financial loss because they 
collect only a small portion of the 
amount advanced. Such losses have 
other adverse effects, too, in weak- 
ening the morale of employees not 
involved. Take, for example, the 
trusted bookkeeper who has been 
employed for 20 years or more. He 
is well liked and respected by his 
fellow employees. Suddenly it is 
discovered that he is a thief and 
has been concealing his thefts from 
his employer. The other employees 
are shocked to learn the news and 
they ask themselves, “Whom can 
we trust?” They look with suspicion 
upon each other, and thus the 
morale of an entire organization is 
weakened because of one em- 
ployee’s dishonesty. 

Then there is the effect dishon- 
esty has upon the defaulter him- 
self and on his relatives. As a rule, 
when the facts are made known, 
the defaulter is arrested and sent 
to prison. He is taken out of so- 
ciety, in disgrace, and punished for 
his wrongful act. The embarrass- 
ment and disgrace is many times 
more trying to the defaulter’s fam- 
ily than to him. He goes to prison 
where he is fed, clothed and al- 
lowed to live in seclusion. But his 
wife, children, father, mother and 
other near relatives do not enjoy 
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the same privileges. They must con- 
tinue to live in society where they 
are many times subjected to ostra- 
cism and criticism. 

There is also the cost to society. 
How many of us have considered 
that every time a dishonest em- 
ployee is sent to prison, it places 
a burden upon us as taxpayers for 
the cost of feeding and maintaining 
the defaulter while he is in prison? 

Other crimes which cause finan- 
cial loss have far-reaching effects, 
too. With the exception of robbery 
and sometimes burglary, financial 
loss crimes are non-violent. The 
forger, the thief and the fraud op- 
erator complete their act so that 
the victim is unaware that he has 
been robbed. The forger simply 
uses a fraudulent piece of paper to 
get his money. The fraud operator 
generally impersonates a person of 
good character and reputation by 
using false credentials. The thief, 
including the shoplifter, uses 
stealth and dexterity. All of these 
crimes have an effect on business, 
economically and in many other 
ways. In addition to the financial 
loss which sometimes creates bank- 
ruptey, they are frustrating and 
nerve-racking to business execu- 
tives, and there is always the un- 
certain feeling that it might hap- 
pen again. Frequently it does. 

Experience teaches us that there 
are two factors present every time 
a financial loss occurs as the result 
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of a crime. First, there is the de- 
sire to acquire money or property; 
second, there is an opportunity to 
do so without fear of immediate 
detection. When we analyze the 
first factor, we find that the desire 
may have been created in any 
number of ways. One example is 
the person who is desperately in 











Walter L. Flynn 


need of money to meet his personal 
and family obligations. As a rule, 
he is the trusted employee who 
takes advantage of the opportunity 
when it presents itself. It amounts 
to a temptation he cannot resist, 
and usually it is his first experience 
with crime. 

The motives of professional 
forgers, burglars, robbers and con- 
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fidence men stem from an entirely 
different source. They, too, want 
to acquire money, but largely to 
satisfy their personal wishes for 
riotous living or some similar rea- 
son. Some forgers visit race tracks 
or gambling establishments imme- 
diately after acquiring substantial 
sums by means of forged checks. 
Following are some of the major 
types of crime which cause finan- 
cial losses. 
Check Forgery. Number one on 
the list from the standpoint of fre- 
quency is the crime of check for- 
gery. It is called “the fastest grow- 
ing and most common crime in 
America.” Forged checks may be 
divided into two general groups— 
first, checks with forged endorse- 
ments, and second, checks with 
forged makers’ names. No one 
knows the total dollar loss to com- 
mercial and industrial organizations 
and individuals caused by forgery, 
but it is estimated to be about 
$300,000,000 annually. 
Robbery. This is probably the most 
vicious of all the crimes causing 
financial loss. It includes the hold- 
up of banks, commercial institu- 
tions and messengers. The. bandits 
use the element of surprise, coupled 
with force or threats. They must 
complete the holdup in the short- 
est time possible, as they always 
risk the danger of being caught, 
sometimes shot, in their attempt. 
Embezzlement. The term ‘embez- 
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zlement,’ as used here, refers to 
the financial losses caused by em- 
ployees who have control and cus- 
tody of money and property for 
their employers. . As previously 
stated, experts estimate losses in 
this class to be about $400,000,000 
a year. No one except the embez- 
zler knows when the losses take 
place. If others knew, he would be 
caught in the act. 

Shoplifting. The principal reason 
we know that the theft of mer- 
chandise from retail stores happens 
so frequently is that so many indi- 
viduals are caught in the act by 
store detectives and alert person- 
nel. The merchandise stolen ranges 
from the smallest articles of jewelry 
to dresses, suits and coats—even 
fur coats. Judging from the indi- 
viduals apprehended, shoplifters 
range in age from seven years to 
past seventy. They include boys 
and girls, men and women, from 
all walks of life. They have been 
classified as the kleptomaniac, the 
juvenile, the amateur and the pro- 
fessional. It has been estimated 
that losses in this category total 
$75,000,000 annually, but who 
knows? We do know that a sub- 
stantial sum is lost. 

Theft. This is a crime of stealth and 
dexterity. The losses range from a 
few coins taken from a person’s 
pocket, a fountain pen or desk 
clock which disappears suddenly, 
to several million dollars in securi- 
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ties which vanished from a deliv- 
ery room in a financial institution 
some years ago. Again, no one sees 
the loss occur. Many cases have 
been solved and the culprit pun- 
ished. The losses in this category 
are substantial, and further on in 
this article safeguards will be sug- 
gested to prevent this type of loss 
as well as those in the other cate- 
gories. 

Burglary. Burglars generally work 
at night, whether it is to attack a 
safe, or burglarize a store, loft or 
even a residence. Unlike robbers, 
not all burglars are armed, and 
they do not cause physical harm 
unless they are observed while 
working. Even then, force is used 
principally to get away. These 
losses, too, are quite substantial 
and records indicate they are on 
the increase. 

False Pretenses. Finally there is 
the financial loss where the bank, 
commercial firm or executive is 
parted from money or property by 
the use of a deliberate false repre- 
sentation. In the other cases de- 
scribed (with the exception of rob- 
bery, where the money or property 
is taken by force or threat), the loss 
happens without the knowledge of 
the victim. In the case of false pre- 
tenses, the victim unknowingly 
gives the loot to the thief. Some 
of the instances involve fraud op- 
erators or impersonators in retail 
stores, individuals who obtain loans, 
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credit and other valuables through 
false credentials and representa- 
tions, or it might even be the man 
who rings your doorbell and says 
he is from the dry cleaners to pick 
up the suits. Many people say, “It 
can't happen to me or in my busi- 
ness because we are very careful.” 
Yet losses of this nature occur daily. 

An orderly program of loss pre- 
vention produces three benefits for 
industrial and commercial con- 
cerns. The first is an economic one; 
the second, an increase in respect 
and prestige for management, and 
the third, a closer bond of coopera- 
tion between employer and em- 
ployee which results in better mo- 
rale for both. 


TWorFoLp BENEFIT 


The economic benefit is double- 
barrelled. If the employer has a 
blanket fidelity bond—and every 
employer should have one—he will 
earn an insurance credit that may 
be equal to 40 percent of the basic 
premium, simply by keeping his 
losses at a minimum. Aside from 
the insurance factor, the prevention 
or reduction of loss may save such 
costs as law suits, additional audit- 
ing, the expense of replacing per- 
sonnel, loss of profits, expense of 
restoring records, and other costs 
or expenses depending upon the 
nature of the loss. 


When a substantial loss occurs, 
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Some forgers visit race tracks immediately after acquiring substantial sums 


whether it is due to a burglary, a 
forgery or an internal cause, the 
morale of an entire organization is 
upset. 

Such conditions can be avoided 
by following an orderly loss pre- 
vention program with the coopera- 
tion of the employees. Then if a 
substantial unavoidable loss does 
happen, the management will have 
the good will of the employees, be- 


cause together they tried to pre- 
vent such an occurrence. Most em- 
ployees welcome an opportunity to 
lend their aid in preventing loss. 
They feel honored to have the 
management repose the confidence 
in them to assist in a constructive 
effort which benefits everyone. At 
the same time, employees dislike 
any loss prevention program which 
has the earmarks of spying, or a 





1951 


Gestapo, and sometimes they un- 
consciously sabotage it. Therefore, 
a loss prevention program should 
include employee participation. It 
will produce better results, and in- 
crease the morale of both employer 
and employees by making them feel 
more secure in working together 
to help the concern which supports 
them. 

The most effective results in loss 
prevention have been obtained by 
analyzing the cause of losses and 
then directly attacking them by the 
use of proper safeguards. Experi- 
ence shows that losses occur most 
frequently in specific departments 
or accounts. Here are some of the 
most vulnerable spots, and some 


safeguards which will help in pro- 
tecting them: 


Accounts Payable. Not every busi- 
ness firm has an accounts payable 
department, as such, but every 
businessman pays bills for mer- 
chandise received, or for services 
rendered, and is potentially vul- 
nerable to loss. Accounts payable 
have been used as the vehicle to 
cause losses which have ranged 
from only a few dollars in one case 
to several hundred thousand in an- 
other. 


Suggested Safeguards: 1. The re- 
ceipt of all merchandise should 
be verified by the receiving 
department before it is paid 
for. 
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2. The approval of invoices 
should include an effective di- 
vision of necessary authority. 
3. Internal controls should in- 
clude a “spot check” of paid 
bills. 

Cash Funds. A cash fund which is 
under the sole control of one person 
for a period of months, without an 
independent verification by some- 
one else, may easily become a 
temptation or an opportunity for 
an employee in need of money. 
The employee believes he can “bor- 
row’ some of the money, without 
anyone’s knowledge, and return it 
before the next audit period. It 
makes little difference whether it 
is a petty cash fund, a reserve fund 
or a general one. 

Suggested Safeguards: All cash 
funds should be physically 
checked at frequent, unan- 
nounced intervals by someone 
other than the person who has 
daily custody of them. 

Purchasing. Losses in purchasing 
departments occur because an op- 
portunity for dishonesty is often 
created by not keeping inventory 
controls for supplies or merchan- 
dise purchased, and not adequate- 
ly checking purchases to make 
certain that everything paid for is 
received. 

Suggested Safeguards: 1. Each of 
the safeguards suggested for 
accounts payable applies to 
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3. If a guard is used, he should 


the purchasing department if 
walk several paces to the rear 


payments are made indepen- 


dently by that department. 

2. A perpetual inventory 
should be maintained for all 
supplies purchased, and physi- 
cal inventories should be made 


of the messenger. 

4. Messengers should not make 
personal stops for shopping or 
lunch while in possession of 
money or securities. 


Burglary. Burglary losses are in- 
creasing and it is very timely to 
inspect protective measures used. 
Suggested Safeguards: 1. Inspect 


at least annually. 


Payrolls. One of the leading causes 
of loss is by “padding payrolls.” 


Suggested Safeguards: 1. One of 
the best safeguards is unan- 
nounced supervision of the 
preparation and distribution 
of payrolls on pay days. This 
should be done frequently. 

2. Payroll operations should 
be divided among as many in- 
dividuals as practicable. The 
person who prepares the pay- 
roll should not distribute it. 
3. Unclaimed wages should 
not be held in a safe or cash 
box, but should be redepos- 
ited promptly. 

Messenger Holdup. This is a vi- 

cious and violent, as well as fre- 

quent, cause of loss. 

Suggested Safeguards: 1. Know]l- 
edge of the transportation of 
money or securities should be 
limited to as few individuals as 
possible in the cashier’s, comp- 
troller’s or treasurer’s depart- 
ments. 

2. Messengers should not be 
informed in advance of spe- 
cific assignments. 


safes—If there is any doubt as 
to the strength of the equip- 
ment used, a reliable safe 
manufacturer should be con- 
sulted. 

2. Burglar alarms — Business- 
men should have a knowledge 
of the various types of burglar 
alarms and other protective 
systems available. They can 
then adopt the one most suit- 
able and effective for their 
particular needs. If an alarm 
or safety device is used, it 
should be tested at regular in- 
tervals to insure its proper 
operation and to keep it free 
from defects. 

8. Nighttime illumination—If 
an office containing a safe is 
situated where it may be 
viewed from the street, it is 
suggested that a light be used 
to shine upon it at night. The 
policeman or night watchman 
will be able to view the safe 
each time they pass it. 

4. Points of entry—The various 
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points of entry into a building, 
such as doors, windows, tran- 
soms and skylights, should be 
securely fastened at night. 
Sneak Thefts. This is a most worri- 
some type of loss. When it is dis- 
covered that something of value 
has apparently vanished, an at- 
mosphere of uncertainty is created 
for everyone. Aside from the feel- 
ing of frustration, the losses are 
often quite substantial. 
Suggested Safeguards: 1. Cash- 
iers or tellers should not leave 
their stations, for any reason, 
without first making certain 
that all money and valuables 
are secure. 
2. Callers should not be given 
free access to offices without 
some employee being present. 
Check Forgery. As _ previously 
pointed out, this type of loss is 
called “the fastest growing crime.” 
Suggested Safeguards: 1. If the 
business includes the cashing 
or the acceptance of checks 
payable to others, it is impor- 
tant to know, or be able to 
satisfactorily identify, the en- 
dorser before accepting such 
checks. 
2. Bank reconciliations should 
be made by someone other 
than the person who signs the 
checks or prepares them for 
signature. 
3. All cancelled checks should 
be reviewed monthly for sig- 
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nature verification. All en- 

dorsements should be scanned, 

and any unusual circumstance 
should be investigated further. 

The safeguards suggested above 
apply to the types of losses which 
occur most frequently. In addition, 
it is advisable for executives to fol- 
low certain procedures in the hir- 
ing of new employees. If the pro- 
spective employee is to occupy a 
position of trust, background in- 
formation as to his _ character, 
ability and reputation should be 
obtained. It is preferable to make 
personal inquiries rather than by 
form letter. The information ob- 
tained should be kept confidential, 
and maintained under the sole con- 
trol of those in charge of personnel. 
Internal Audit Control. 

An efficient audit program is 
used as the tool of the manage- 
ments and actually becomes the 
eyes of the executives so they may 
be kept informed of the financial 
activity of their business opera- 
tions. Not every concern is large 
enough to have a complete inter- 
nal audit program, and if it does 
not, the person in charge of ac- 
counting procedures should have 
periodical reports pass over his 
desk. 

It is good practice to request an 
outside C.P.A. or accounting firm 
to review the internal accounting 
control at least annually to make 
certain it is operating effectively. 





Usable Ideas for Today 


Fiwetity Season Is NOW 

Seasoned Fidelity Bond producers 
long ago discovered that Fidelity 
Bonds are not always sold on the first 
contact with a prospect and during the 
past two years have been trying to sell 
many employers who have indicated 
they are not yet convinced of the 
necessity for the coverage. The build- 
up of the defense effort should make 
it easier to clinch these cases at this 
time. 

Don’t forget, however, those other 
employers who are sold on the value 
of Fidelity Bonds and have been car- 
rying them for years but the risks have 
not been up for renewal until 1951. 
Naturally such cases are excellent tar- 
gets for this year. So go after them. 

At the same time, the fact should 
not be overlooked that any Fidelity 
Bond business on your books with an- 
other premium due this year is wide 
open for attack from competitors and 
the first order of business should be to 
protect these renewals by making sure 
that the customer has the best avail- 
able contract at the lowest rate. 

At the close of this year the cream 
of the Fidelity business will go into 


hiding for another three years and the 
hunting season for these “Golden Op- 
portunity” Bonds will be closed. The 
time to review your Fidelity Bond 
business is Now! 

—The Hartford Agent 


7 5 7 
A & H For PROFESSIONAL MEN 


What happens if a dentist misses 
several weeks at his office because of 
illness or injury? His income stops, 
of course, but his expenses do not. 
Unless he wants to lose a good sec- 
retary and many of his patients, he 
must continue her salary and keep 
her on the job to take care of tele- 
phone calls and explain his absence. 
Office rent and payments for recently 
purchased equipment continue, too. 

Tell the dentists and doctors in your 
territory about Accident and Health 
insurance. They will be interested in 
the Weekly Indemnity feature. 

—Travelers Protection 
7 7 5 
Wuat Burciars Don’t KNow 

Your prospect may shrug when you 
talk about safe burglary insurance and 
say that he never has enough in the 
safe to be worth insuring. 
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Be sure to tell him that the burglar 
does not know what is in the safe and 
can do as much damage to the safe 
itself and other property for the sake 
of the $5.00 inside as for the $5,000.00 
—he hopes might be there. 

—Service and Indemnity 
7 7 7 
PLay SAFE 

When you sell a policy, play safe 
and at the same time give your new 
customer a sense of security he will 
appreciate. Make out an order, in 
duplicate, showing a brief outline of 
the coverage, the effective date and 
the cost. Read it over to the prospect 
so that he knows exactly what he is 
buying and then have him sign both 
copies. Give him one. By doing this 
you are mentally protecting him in 
case he should have a loss before he 
receives the policy. At the same time, 
you are protecting yourself from any 
misunderstanding in case a loss should 
occur. And, you are making the col- 
lection of the premium easier. 

—Insurance Digest 
7 7 7 
TAKE INVENTORY 

A progressive insurance agency is 
similar in many respects to a modern 
department store. A full line of mer- 
chandise, suitable for the needs of the 
public, is carried by each, and the 
success of each enterprise depends 
largely upon the regular moving of 
this merchandise from the agency or 
store into the hands of the public. No 
profit is realized by either agency or 
store on merchandise which does not 
turn over, but instead remains on the 
shelves, collecting dust and occupying 
valuable space. 

The service and advice provided by 
a competent agent goes a lot farther 
than the mere merchandising of the 
policy. However, unless the policy is 


sold the necessity for service and ad- 
vice on such policy never arises. 

You have as a necessary part of 
your stock in trade a full line of “mer- 
chandise” to offer your public, con- 
sisting of policies designed to cover 
almost every conceivable insurance 
hazard. If you are confining your sales 
efforts to one or two well known cov- 
erages, you are missing many oppor- 
tunities for profitable additional busi- 
ness. 

Among the types of such “merchan- 
dise” which are often overlooked are 
the general liability lines. We include 
in this very broad term all forms of 
liability insurance other than automo- 
bile liability. Most of you have for 
many years produced a certain amount 
of this business, but such business has 
been largely confined to manufactur- 
ers’ or contractors’ liability, usually to 
run concurrently with compensation 
insurance for the same client, or to 
owner’s, landlord’s and tenant’s lia- 
bility coverage on a store, mercantile 
building or a dwelling. While the gen- 
eral liability coverages just mentioned 
account for a very large amount of 
the total premiums written, these rep- 
resent only a part of the available 
coverages, and no alert agent can be 
satisfied to sell these and overlook the 
remainder. General liability policies 
have developed very rapidly in recent 
years to keep pace with the increasing 
complexities of our business and per- 
sonal operations. 

The comprehensive liability policy 
is the best contract yet developed for 
properly insuring most of the liability 
hazards confronting the average busi- 
ness. It combines many coverages pre- 
viously sold individually, and is a 
powerful business builder. The com- 
prehensive personal liability policy 
provides the broadest coverage devised 
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to date for those usual and unusual 
hazards which face the average indi- 
vidual in his non-business pursuits. So, 
too, with the storekeeper’s liability 
policy which is ideally suited for the 
smaller business risks in that category. 
It should be noted that medical pay- 
ments coverage, now available in con- 
nection with many general liability 
contracts, can be another means of giv- 
ing your client better coverage. 

Products liability affords another 
opportunity. While not all product 
classifications are acceptable from an 
underwriting standpoint there are 
many types that can be successfully 
handled. 

Contractual liability is now a far 
more important part of the liability 
insurance structure than it was some 
years ago. You should certainly be 
familiar with its common applications, 
particularly as respects the leases or 
agreements entered into by your 
clients as a part of their normal busi- 
ness operations. The growing tendency 
to shift liability hazards from the lessor 
of premises to the lessee makes it very 
important that all leases or agreements 
consummated by your clients be care- 
fully reviewed for any “hold harm- 
less” clauses if you are to give them 
complete protection. 

The protective liability forms should 
be as familiar to you in general as the 
various forms of direct liability men- 
tioned above. They, too, cover a def- 
inite hazard and are needed in many 
cases to round out your client’s pro- 
tection. 

—Standard Service 
7 7 5 
DeveLorp Your Own Business 

Don’t expend all your time and ef- 
fort trying to get business away from 
your competitors. There’s enough other 
business around, waiting to be devel- 


July 


oped, to insure you of plenty of busi- 
ness. Concentrate on developing busi- 
ness where none existed before, go out 
after new people or new businesses in 
town, and supplement policies already 
in force by additional ones which 
round out a customer’s insurance pro- 
gram. It’s all right to take over some 
other insurance agent’s accounts, when 
he isn’t servicing them as they should 
be serviced, but you will have more 
respect for yourself and just as much 
business if you get out and develop 
your own accounts. 
—Local Agent 
v 7 7 
INSURE A WELCOME 
Avoid politics when you make a 
business call. Topnotch salesmen steer 
clear of involvement in any subject 
not pertaining to the business in hand. 
Even after the order is given, it’s a 
good plan to clear out as quickly as 
possible. The insurance agent who 
confines. himself to his line and com- 
pletes interviews without waste of time 
is always sure to leave behind a good 
impression and to find a genuine wel- 
come when he calls again. 
—Fireman’s Fund Record 
7 7 7 
STRIKE PROTECTION 
During the summer, when violent 
electrical storms occur, farmers have 
a real need for lightning protection. 
For protection against lightning, 
here are some easily applied sugges- 
tions: All metal bodies inside build- 
ings should be grounded and bonded 
together, to prevent electricity from 
jumping from one body to another; the 
metal tracks for feed carriers, feed 
or hay elevators, and all heavy hard- 
ware on barn doors, should always be 
grounded or tied to the lightning rod 
protection system on the barn. 
—Cravens, Dargan Review 





Laundries from coast to coast, 
cleaning and pressing plants, 
schools, theatres and gas sta- 
tions—they all need boiler and 
machinery insurance and its 
important inspection service 


Heartbeat of Plant Operations 


ETS LiFT the veil of mystery 
LE that enshrouds boiler and ma- 
chinery insurance as something 
technical and awesome, and dis- 
cuss it with respect to its applica- 
tions, forms and results; and re- 
duced to its least common denom- 
inator. 

A cannery in California, a dairy 
in Wisconsin or a sawmill in Maine 
will all have power boilers. Their 
use is by no means restricted to 
mills and power plants. Boilers op- 
erating at pressures in excess of 
15 pounds per square inch are to 
be found in almost every cleaning 
and pressing plant, as well as in 
laundries from coast to coast. It 
may surprise you to know that the 
heating plant in your own cellar 
is likely a boiler, unless you have 


The author — Mr. Daschbach is associated 
with the insurance firm of Edwards, George 
& Co., Inc., Pittsburgh, Pa. A graduate of 
the University of Notre Dame, he entered the 
insurance field in 1943 as special agent for 
the Pittsburgh department of the Hartford 
Steam Boiler Inspection & Insurance Co., a 
position he held until mid-1950. 
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By ALBERT F. DASCHBACH 
hot air heat. All schools, churches, 
theatres and other buildings re- 
quiring heat, with very few ex- 
ceptions, will have boilers. 

Unfired pressure vessels, such 
as air tanks and hot water tanks, 
are even more numerous than boil- 
ers. When you consider that every 
gas station has at least one air 
compressor, as well as most indus- 
trial plants, and when you con- 
template the number of hot water 
supply tanks, you realize the uni- 
versal need for this protection. 

The integrity of the manufac- 
turers of the boilers and pressure 
vessels is by no means the only 
factor to safeguard the operation 
of this mass of equipment. Rigid 
codes of manufacture and inspec- 
tion have been set up by most 
states to assure maximum safety 
standards. The concept of apply- 
ing engineering service and peri- 
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odic inspections was initiated in 
1860 by a group of engineers in 
Hartford, Connecticut, members 
of the Polytechnic Club. Their de- 
cision to apply their talents to the 
study and prevention of boiler ex- 
plosions came as a result of sev- 
eral disastrous accidents, which 
were occurring with fre- 
quency as to cause alarm. Their 
efforts were so successful that they 
found themselves able to guaran- 
tee their boiler inspections in the 
form of an insurance policy. In- 
spections and_ insurance 
broadened to encompass the ma- 
chines that converted the steam 
into power. First flywheels; then 
coverage for the machines them- 
selves against mechanical failure 


such 


were 


and the ensuing property damage 


loss; finally electrical protection 
became available as insurance con- 
tinued apace with the require- 


ments of industry. 
VALUE OF ENGINEERING 


It should be noted that the en- 
gineering service that accompanies 
the policy has as its primary pur- 
pose the protection of the insur- 
ance company. A large part of the 
premium dollar is used for this 
purpose, and it is of great value to 
the policyholder. 

The maximum and usual policy 
term is three years, but of course 
a policy may be written for a 
shorter period of time. Reducing 


July 


the provisions of the policy lan- 
guage to capsule form, the com- 
pany agrees to pay: 

(1) For damage to the as- 

sured’s own property (includ- 

ing the insured “object” such 
as boiler or turbine); 

(2) For expediting repair of 

such damaged property; 

(3) For damage to the prop- 

erty of others for which the 

assured may be liable; 

(4) For bodily injury liabil- 

ity; 

(5)For defense of the as- 

sured in any legal action taken 

by a third party. 

Payments are made in the or- 
der named, subject to the limit 
per accident. This limit is expressed 
on the face of the policy in the 
insuring agreement, and it repre- 
sents the amount of insurance the 
assured has purchased. The limit 
should be large enough to encom- 
pass the entire exposure; other- 
wise, the protection is inadequate. 

In order to avoid misunderstand- 
ings, the policy sets forth precisely 
what constitutes an insured boiler, 
pressure vessel or machine, and 
exactly what occurrences shall 
qualify as accidents within the 
meaning of the policy. Equipment 
may be insured specifically nam- 
ing and identifying each object, 
or coverage may be written on the 
blanket group plan, insuring all 
objects in the plant of a given type. 
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Insurance buyers question them- 
selves as to what type of objects 
they should insure. The answer is 
not as difficult as they might imag- 
ine. A sound and sensible middle- 
of-the-road program would be to 
insure all vessels that are subject 
to either pressure or vacuum; and 
such machinery or electrical ob- 
jects as are the heartbeat of the 
plant’s operations. If the plant’s 
own power is manufactured, they 
should begin with the boilers, then 
the steam engines or turbines, or 
perhaps they use an internal com- 
bustion engine, such as a Diesel. 
Next, the generators and exciters 
loom up in their true perspective— 
since the entire operation to this 
point has been for the purpose of 
delivering power to these units. 
The next part of the synthesis is 
the switchboards and _ electrical 
controls. From this point we follow 
the channels of distribution of the 
generator’s energy to the vital mo- 
tors, and thence to the driven line 
shafting or machines, such as com- 
pressors, pumps, and so on. 

If the plant operates on pur- 
chased power, the exposure is es- 
sentially the same, except that bus 
structures and transformers should 
be substituted for power boilers; 
and motor-generator sets or rotary 
converters (if any) should take 
the place of the prime movers. 

So far we have dealt entirely 
with direct damage—that is, loss 
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to equipment or property as the re- 
sult of an “accident” to an insured 
object. Often this is the lesser of 
two evils, particularly today when 
it is the indirect loss, such as the 
loss of production, that really hits 
us in our most vulnerable spot. A 
recent loss report listed a 2 h.p. 


motor which sustained a_ direct 











Albert F. Daschbach 


damage loss of $48, whereas the 


insurance company paid _ over 
$5,000 for the loss of production 
resulting from the failure. Larger 
units could, of course, result in a 
complete stoppage of all operation 
on the premises. Replacements are 
still difficult to obtain. The failure 
of a power transformer or a motor- 
generator set might completely tie 
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up a plant for weeks. Boilers, tur- 
bines and engines could result in a 
shutdown that would’ run _ into 
months. 


BroaD CovERAGE 


Under the broad form of cover- 
age, a boiler need not explode to 
meet the definition of an “acci- 
dent,” it may bulge, burn or crack. 
An engineer in a dairy may dis- 
cover that his boiler has suddenly 
developed a dangerous bulge on 
the crown sheet, making it neces- 
sary for him to pull his fire. Such 
an occurrence is construed as an 
“accident” under the policy defini- 
tion. Obviously, the physical dam- 
age to the boiler is of no major 
concern. The loss of use is an en- 


tirely different matter, since the 
dairy is dependent upon the boiler 


for pasteurizing milk. 

The exposure to a loss of use 
may be covered by a use and oc- 
cupancy endorsement on which 
the assured’s premises de- 
scribed and the amount of insur- 
ance stated—in terms of a daily 
indemnity and a maximum limit 
of loss. In computing the U. & O. 
“value” of a plant, such items as 
fixed expenses and profits should 
be the yardstick. Supposing the 
dairy referred to above had U. & 
O. coverage on their boiler, and 
had evaluated the exposure to be 
$500 for each day they would have 
operated normally up to the limit 


are 
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of loss. A partial loss settlement 
would be proportionate to the loss 
of production. The amount the 
plant owner would collect for the 
loss of use would, of course, be in 
addition to the cost of repairing 
or replacing the boiler. Any other 
type of insurable equipment may 
be protected in the same manner, 
and for a surprisingly low cost. 


SPOILAGE PROTECTION 


damage _ en- 
assured 


A consequential 
dorsement protects an 
against another frequently encoun- 
tered exposure—spoilage—resulting 
from the lack of light, heat, 
power or refrigeration following 
an “accident” as described in the 
policy. Foodstuffs in storage or in 
the process of manufacture may 
perish as the result of the failure 
of a boiler or refrigerating system. 
Breweries commonly have large 
stocks of beer in process, and at 
an exact temperature. A failure of 
the refrigerating system could most 
certainly cause a partial or a total 
loss of this stock. A greenhouse may 
lose its horticultural stock if a 
boiler should fail. There are nu- 
merous other kinds of business that 
are exposed to an indirect loss as 
it is normally insured by a conse- 
quential damage endorsement. 

The engineering and inspections 
applied to the risk by the insur- 
ance company give the policy 
holder a very substantial and im- 
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Perhaps they use an internal combustion machine, such as a Diese 


portant “plus value” in addition to 
the insurance protection which the 
policy affords him. The trained in- 
spector with his fresh point of 
view and his technical equipment 
often finds a condition that has es- 
caped the notice of those familiar 
with the equipment. These in- 
tangible benefits are not merely 
figments of an insurance adver- 
tising executive’s brain, for the en- 


gineering files of every insurance 
company are filled with written 
copies of inspection reports point- 
ing out dangerous conditions and 
recommending indicated improve- 
ments on insured equipment. Their 
files also include innumerable re- 
ports of accidents to uninsured ob- 
jects. A study of these reports fre- 
quently indicates that a catastro- 
phe might have been avoided had 
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the management used the en- 
gineering service that is available 
with this type of insurance. 

It is also true that many of the 
country’s vital plants would not 
have survived the war years were 
it not for the insurance inspectors’ 


te 
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technical ability in husbanding the 
available equipment. This same 
skill, augmented by a ripened ex- 
perience is available to industry 
today to help meet the problems 
of production, which is the hall- 
mark of all endeavor. 





“She shoots a beautiful game, though, the times she does hit the ball” 





The Customers 


BrkE SAFety WINs IN DANVILLE 
[We believe JourNat readers will 
be as interested as we were in this 
first-hand account of the Association’s 
Bicycle Safety Campaign and how 
it worked in a rural community. Ed.] 


Indianapolis, Ind. 


Dear Editor: 

The Bicycle Safety Campaign spon- 
sored by the Association of Casualty 
and Surety Companies, the National 
Association of Insurance Agents, and 
the Bicycle Institute of America, has 
proved its practical worth in Danville, 
Indiana. Danville is a prosperous ru- 
ral community, 20 miles west of In- 
dianapolis; its residents own and ride 
some 225 bicycles, for business as well 
as pleasure. And those bicycles have 
been a problem for more than a score 
of years. 

In fact, as long as 23 years ago, a 
delegation of irate citizens called on 
the Town Board to demand that steps 
be taken to regulate the riding of 
bicycles within the limits of the town. 
They pointed out that pedestrians 
were in danger because bicycles were 
being ridden on the sidewalks. They 
complained that wild and reckless bike 


Always W rite” 


riding on the streets was creating a 
serious traffic problem. The Town 
Board heard several suggestions as to 
ways and means of correcting the 
dangerous condition, but because of 
lack of organized support for a cor- 
rective program, no positive action 
was taken and the whole situation re- 
mained dormant until a year ago. 

Tuesday, May 23, 1950, will be 
remembered as the “Birthday of Bi- 
cycle Safety” in Danville. On the eve- 
ning of that day the Commercial Club 
met to consider several problems exist- 
ing in the community, and to seek so- 
lutions for the problems. Drama was 
introduced into the meeting when the 
local barber shop owner arose and 
stated, “I almost killed a child today.” 
He went on to describe how the 
youngster had ridden his bicycle 
through a stop signal, directly into 
the path of his car. “The only reason 
that child is alive at this minute, in- 
stead of dead, is because I had good 
brakes,” he said. 

Once more the generally deplorable 
condition of bicycle riding in Danville 
was discussed, but this time some real 
action was taken. The club members 
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voted to sponsor a bicycle safety cam- 
paign and the president appointed a 
safety committee. It consisted of the 
barber shop owner, a local insurance 
agent, the florist, a township trustee, 
and this writer, who was designated 
to investigate the Bike Safety Cam- 
paign of the Association of Casualty 
and Surety Companies. 

A letter of inquiry was sent to the 
Association’s accident prevention de- 
partment in New York, which prompt- 
ly referred it to the midwest field rep- 
resentative of its Chicago office. This 
representative replied immediately, of- 
fering the complete facilities of his 
office in advancing the program. He 
sent the committee a copy of the 
Model Ordinance for Bicycles, and 
suggested that its enactment be made 
the first step in the campaign. The 
Ordinance was then presented to the 
Town Board whose members unani- 
mously voted to adopt it. Then the 
Safety Committee met to plan the rest 
of the drive. At this meeting the fol- 
lowing points were approved: 

(1) The club would invite the As- 
sociation’s representative to address 
an open meeting on the subject of 
bicycle safety. 

(2) The club would sponsor an edu- 
cational campaign in both local news- 
papers to provide bicycle riders with 
complete information concerning the 
Bicycle Ordinance, as well as on 
proper methods of riding. 

(3) A Field Day would be held for 
the purpose of administering written 
and practical tests to riders as a pre- 
requisite for obtaining license plates 
for their bicycles. 

(4) The club would defray the ex- 
pense of the license plates, which 
would be given free of charge to each 
rider who passed both the written and 
practical tests. 


July 


The Association’s accident preven- 
tion representative appeared before an 
interested group of citizens on June 
27, 1950, and made a splendid talk 
which was followed by an open dis- 
cussion. He agreed to furnish the 
committee with the written examina- 
tion books, as well as detailed infor- 
mation for the conducting of the Field 
Day exercises. He also suggested that 
both local and state police be asked 
to administer the practical tests, and 
this suggestion was adopted. 

The newspaper campaign began on 
the Fourth of July, and continued 
through July 20. Sample questions 
from the written tests were published 
in the papers, and also details of the 
practical tests. July 25 was selected as 
the date for the Field Day, which was 
to be held in the local park. Visible 
results of the drive began to be noted 
when children could be seen practic- 
ing the various practical skills in 
preparation for the tests. 

The committee met once more and 
decided to add zest to the Field Day 
by offering prizes for the best com- 
binations of written and practical test 
scores. Three prizes were offered for 
riders 12 years of age and under, and 
three prizes were offered for riders 
over 12. In addition, a local bicycle 
shop offered a grand prize for the best 
execution of a complicated “figure 
eight.” 

The opening of the Field Day saw 
over 100 boys and girls under 12 as- 
sembled for the tests. The committee 
supervised the written tests, while 
state police, local police and repre- 
sentatives of the sheriff's office gave 
the “drivers” tests. Instructions and 
information to the contestants were 
broadcast over a public address sys- 
tem, and the group obeyed all instruc- 
tions promptly. The sheriff remarked 
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that he had never seen such a well 
behaved group of youngsters. Compe- 
tition for the prizes was keen, but the 
children displayed the best of sports- 
manship. During the afternoon, the 
riders over 12 were examined. A total 
of 187 licenses were issued during the 
day. The youngest rider was five years 
old (his license was restricted to side- 
walk use only in his immediate neigh- 
borhood); the oldest was a professor 
at Danville’s Canterbury College. 
What have been the results of the 
program? The following points have 
been noted by the committee: (1) 
Riders now obey traffic signs and sig- 
nals; (2) Riders now obey the rules of 
the road; (3) Riders now are more con- 
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siderate of pedestrians and motorists; 
(4) Riders now are less given to 
“stunts” and “no hands” type of 
operation. 

Danville’s bicycle safety committee 
believes that much has been accom- 
plished toward making Danville a 
safer place in which to live. It is con- 
vinced, too, that Danville boys and 
girls—and all youngsters everywhere 
who are taught proper bicycle habits 
—will be better automobile drivers to- 
morrow because they are better bi- 
cycle riders today. Therein lies hope 
for the future. 

SEORGE M. Lewis 
Assistant Branch Manager 
The Travelers Insurance Co, 























“Let's finish the cocktails before dinner” 


“We turn right at the next intersection!” 





The success of the Associa- 
tion’s publicity campaign on 
“Victim X” provides agents 
with an unusual public rela- 
tions opportunity to sponsor 
community level accident pre- 
vention drives tied in with the 
impending death of this dra- 
matic figure 


Victim X—1951’s Traffic Drama 


HE UNFOLDING traffic drama of 

“Victim xX,” the unknown 
American who now has but a few 
short months to live before the 
automobile claims its millionth vic- 
tim since 1900, is the main traffic 
safety theme being hammered 
home to 150,000,000 Americans 
this year by the Accident Preven- 
tion Department of the Association 
of Casualty and Surety Companies 
through the nation’s press and 
other media of communications. 

As each traffic tragedy brings 
the nation’s automobile toll nearer 
the historic million mark at the 
rate of about 100 deaths a day, the 
drama is moving swiftly toward its 
suspenseful climax next Decem- 
ber, or perhaps sooner. Meanwhile, 
the intensive safety campaign’s di- 


The author—Mr. Schneider is a member of 
the Association’s public relations depart- 
ment. Formerly press relations and advertis- 
ing director of the Institute of Life Insur- 
ance, he has also been associated with 
National Broadcasting Company's press de- 
partment and the editorial staffs of Editor & 
Publisher and the Philadelphia Evening 
Public Ledger. 
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By WALTER E. SCHNEIDER 


rect personal message is being 
written in large letters in millions 
of accident-conscious minds: 

“VICTIM X COULD BE You!” 

The long shadow of the Mil- 
lionth Victim, whose days are 
numbered and whose name 
never be known, is being cast un- 
forgettably across all traffic lanes 
before 50,000,000 drivers and all 
Americans who ride in automo- 
biles or walk, to dramatize the 
great need to reduce the rising 
street and highway toll. Alongside 
it, in battle dress, stalks the haunt- 
ing shadow of another tragic figure 
of American history, known simply 
as “GI-X,” the new Unknown Sol- 
dier who may fall in Korea as the 
millionth military fatality of all 
U.S. wars since the Battle of Lex- 
ington on April 19, 1775. 

The strange ‘historic parallel of 
of the millionth victims of traffic 


will 
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and war, each destined to die the 
same year, but some 10,000 miles 
apart, has captured the imagination 
of editors, writers, professional 
safety workers and the public. 
Many of them are still being star- 
tled by the simple, significant fact 
that the death of the millionth sol- 
dier after 176 years of American 
history will precede by only a few 
months the 1,000,000th U.S. traf- 
fic fatality in but 51 years. 

On the basis of current rates for 
combat deaths among U.S. forces 
in Korea and automobile fatalities 
on the home front at the time this 
article was written, if the war con- 
tinues in Korea, “GI-X” is expected 
to fall during August, some five 
months before “Victim X” dies in 
a traffic accident next December, 
according to estimates of the As- 
sociation’s Accident Prevention 
Department. 


FaTAity Risk EXPECTED 


During the early spring, Ameri- 
can combat deaths in Korea aver- 
aged 1,000 a month; automobile 
deaths about 2,900 a month. Dur- 
ing the summer months, however, 
traffic fatalities were expected to 
rise to a peak rate averaging 3,500 
deaths monthly. 

At the beginning of May, U.S. 
combat deaths in Korea totaled 
11,000. Military fatalities in all 
American wars aggregated 997,000 
at that time, and total U.S. traf- 


fic deaths since 1900 had reached 
975,000. 

The success of the Association’s 
campaign to date suggests that in 
the remaining months of 1951 all 
state and local associations of in- 
surance agents have an unusual 
public relations opportunity to 
sponsor or participate wholeheart- 


Walter E. Schneider 


edly in community level accident 
prevention drives tied in with the 
impending death of “Victim X.” 


Traffic fatalities were about 
20,000 short of the million mark 
at the end of June. Interest in the 
date and fate of the Millionth Vic- 
tim of traffic should increase as 
community efforts are launched to 
prevent “Accident X” from hap- 
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pening to a native son, daughter, 
mother or father. As a public serv- 
ice effort, more agents’ associations 
might promote local traffic safety 
movements and seek to interest ed- 
itors in publishing more city, 
county and state highway accident 
statistics and traffic safety stories. 
Such publicity would help im- 
measurably to end public apathy 
toward the toll of accidents and 
give a respite to “Victim X.” 

“Dates of Sorrow,” a Buffalo 
(N. Y.) News editorial published 
on April 28, struck the keynote of 
the “Victim X”-“GI-X” series of 
news releases in these words: 

August and December may 

mark two of the most somber 
dates in our history. . . . Let no 
one underestimate the loss of life 
that war implies. The [Associa- 
tion’s] comparisons here cited are 
only in terms of total numbers 
killed and hurt; they are not in 
terms of total numbers exposed to 
risks. But let no one underesti- 
mate either the loss that the auto- 
mobile and individual carelessness 
imply. And let us all ponder this 
one great difference: The dead 
American on the battlefield fell 
in the cause of freedom and inde- 
pendence; the dead American un- 
der the wheels of a car fell in the 
name of nothing at all—except it 
be carelessness. 

Countless thousands of editori- 
als on “Victim-X” and “GI-X” in 
similar vein have stressed the traf- 
fic safety messages of the Associa- 
tion’s Accident Prevention Depart- 
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ment, during the first six months 
of 1951. Many editorials and arti- 
cles in newspapers, magazines and 
other publications have shown 
signs of a developing all-out at- 
tack on the serious automobile ac- 
cident problem, supported fully 
by the press, to reduce traffic 
deaths and injuries. 

The Association’s “Victim X”- 
“GI-X” campaign, launched on 
January 10, has rallied important 
support at local, state and national 
levels since that date. The drive 
to postpone the death of the Mil- 
lionth Victim until 1952 assumed 
amazing proportions during the 
first half of 1951, gaining momen- 
tum month after month. 

On Marck 1 the National Safety 
Council threw its support behind 
the effort with the first of a series 
of news stories on the millionth 
traffic fatality expected next De- 
cember, coupled with an an- 
nouncement that a nationwide ed- 
ucational campaign was under way 
backing up its slogan, “Don’t YOU 
Be One in a Million.” 

The New York Times gave its 
support to the Association’s mil- 
lionth traffic victim safety drive 
on January 12 with an editorial on 
“Victim X.” The editorial was re- 
printed in the Association’s traffic 
safety leaflet, “Will You Be Victim 
XP” and this leaflet was made 
available at cost in February to 
agents’ associations, safety groups 
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Our millionth traffic death of the century will 
occur this year... unless we stop the slaughter 
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A coordinated, intensive, w ide ly used publicity campaign can make a ve ry 
substantial contribution . 


and others, together with a “Daily coming the core of this year’s traf- 
Reminder” calendar - identification _ fic safety publicity efforts, judging 
folder for motorists, which was di- from developments to date. 
rected at the twin evils of speeding Whether the campaign succeeds in 
and drinking-and-driving. attaining its objective of postpon- 

The Millionth Victim is fast be- ing the death of “Victim X” until 
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next year remains to be seen. It is 
interesting to note, however, that 
some progress toward that goal ap- 
parently is being made, as is often 
the case when strong publicity ef- 
forts back up the nation’s organized 
traffic safety endeavors. 

Although many factors and vari- 
ous safety efforts enter the picture, 
the possible relationship of inten- 
sive, continuous safety campaigns 
—such as those conducted by the 
Association of Casualty and Surety 
Companies in cooperation with 
state and national newspaper or- 
ganizations in 1946, 1947 and 


1948—to a downward death curve 
may be seen in the nation’s auto- 
mobile toll during the post-war 
years. Traffic fatalities rose sharply 


after the war ended in August 
1945, but the upward surge was 
checked soon after the Association 
launched the first of its “packaged” 
traffic safety campaigns in daily and 
weekly newspapers, using both 
publicity and mats of advertise- 
ments for local sponsorship, in a 
number of states in the fall of 
1946. 

In 1947 and 1948, when news- 
papers in all 48 states used the 
Association’s traffic safety material, 
automobile fatalities decreased no- 
ticeably. There were 714 fewer 
deaths in 1947 than in 1946, and 
1,152 lives were saved in 1948, 
compared with the first post-war 
year. It may be reasonable to as- 
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sume that the cumulative effect of 
the three annual highway safety 
drives may have carried over into 
1949, when there were 2,911 fewer 
deaths than in 1946. In 1950, the 
second year without such a cam- 
paign, the death curve shot up 
again. It continued moving toward 
the all-time 1941 high of 39,969 
deaths until the Millionth Victim 
publicity program began rolling 
in earnest last February. 

It is, of course, not intended for 
a moment to suggest that publicity 
was wholly, or perhaps even pri- 
marily, responsible for the sharp 
reduction in fatalities due to motor 
vehicle accidents in 1946, 1947, 
1948 and 1949. Nor is it implied 
that the lack of a continuous pub- 
licity campaign in 1950 caused the 
fatality rate to soar tragically. It 
takes a team of many forces work- 
ing together to promote safety on 
the streets and highways. There 
seems to be little doubt, however, 
that a coordinated, intensive, 
widely used and sustained pub- 
licity campaign will make a very 
substantial contribution to that 
much to be desired goal. 

In the current effort both the 
Associated Press and United Press 
have regularly carried stories on 
“Victim X” and “GI-X” to virtually 
all of the nation’s daily newspa- 
pers. These were widely published 
and commented upon in traffic 
safety editorials. NEA Service 
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This New York News cartoon by Pultizer Prize cartoonist C. D. Batchelor 
was based on “Victim X”—“GI-X” stories 


(Newspaper Enterprise Associa- 
tion) syndicated late in January a 
two-column newschart on 1951’s 
millionth victims of war and autos. 
AP Newsfeatures in March also 
sent out a two-column chart on the 
millionth victims, emphasizing that 


America’s automobiles dead- 
lier than wars. 

“Accident X”—the symbolic and 
actual mishap among 15,000,000 
automobile accidents expected this 
year, one of which will claim the 
life of the Millionth Victim of 


are 
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traffic since the turn of the cen- 
tury—could happen to anyone, in 
any city or town, or any rural 
highway in the nation. Many news- 
papers have emphasized that high- 
way safety is a seven-day-a-week 
job, 52 weeks of the year, for every 
motorist and pedestrian as well as 
for officials who regulate traffic. 
The San Antonio (Tex.) Express, 
“frontal at- 
accidents 


commenting on the 
tack” on automobile 


urged by the Accident Prevention 
Department — particularly against 
speeding 


those caused by and 
drinking-and-driving — suggested 
that churches, schools, service 
clubs, newspapers, radio and 
movies would support local officials 


in a traffic safety campaign. 

FAR-REACHING RESULTS 
Results so far show clearly that 
the “Victim X”-“GI-X” campaign 
is stimulating traffic safety con- 
sciousness in far-reaching areas. 
“Let’s Get Serious About Safety!” 
was the headline of a hard-hitting 
article directed to the top manage- 
ment of railways, bus and traction 
companies in the March issue of 
Mass Transportation. “Our mil- 
lionth traffic death of the century 
will occur this year . . . unless we 
stop the slaughter,” it declared in 
urging transit officials to cut down 
the vehicle accident toll. The As- 
sociation’s campaign also has at- 
tracted attention abroad. “U.S.A. 


Seeks Safety” was the title of an 
article in the March 9 issue of 
The Autocar, one of Britain’s old- 
est motoring magazines. 


THE SECOND MILLION 


The possibility that automobiles 
will claim their second million vic- 
tims in the next 30 years, instead 
of 51 years, is very real—unless all 
Americans become quickly and 
more firmly _ safety - conscious. 
Agents’ associations and other in- 
surance organizations have a tre- 
mendous public service opportunity 
at local levels to participate in the 
national effort to give “Victim X” 
a few months more to live. If they 
can help to reduce the total of 
traffic deaths and injuries during 
the second half of the century, 
agents will have accomplished one 
of the most significant public serv- 
ice performances in the entire cen- 
tury. 

Consider the wise words of one 
newspaper, the Mitchell (S. Dak.) 
Republic, commenting on the mil- 
lionth victims: 

“Maybe the world isn’t ready for 
the elimination of war, but we cer- 
tainly could slash the death toll 
from automobiles if we'd just 
tackle the problem in a realistic 
manner on the state and national 
levels—and if individual drivers 
would use a little more common 
sense.” 
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Aetna Casualty and Surety Company 
Aetna Insurance Company 
American Alliance Insurance Company 
American Bonding Company of Baltimore 
American Casualty Company 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Insurance Company 
American National Fire Insurance Company 
American Re-Insurance Company 
American Surety Company of New York 
Bankers Indemnity Insurance Company 
Boston Insurance Company 
Car and General Insurance Corporation, Limited 
Century Indemnity Company 
Columbia Casualty Company 
Commercial Insurance Company of Newark 
Connecticut Fire Insurance Company 
Connecticut Indemnity Company 
Detroit Fire and Marine Insurance Company 
Eagle Fire Company of New York 
Employers Insurance Company of Alabama, Inc. 
Employers’ Liability Assurance Corporation, Limited 
Employers Reinsurance Corporation 
Equitable Fire and Marine Insurance Company 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland 
Fire Association of Philadelphia 
Fireman’s Fund Indemnity Company 
Franklin National Insurance Company of New York 
General Accident, Fire & Life Assurance Corporation, Limited 
General Reinsurance Corporation 
Glens Falls Indemnity Company 
Glens Falls Insurance Company 
Globe Indemnity Company 
Great American Indemnity Company 
Great American Insurance Company 
Guarantee Insurance Company 
Hartford Accident and Indemnity Company 
Hartford Steam Boiler Inspection & Insurance Company 
Hawkeye-Security Insurance Company 
Home Indemnity Company 
Home Insurance Company 
Home Insurance Company of Hawaii, Limited 
Indemnity Insurance Company of North America 
Insurors Indemnity and Insurance Company 
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London Guarantee and Accident Company, Limited 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company 

Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 

Massachusetts Fire and Marine Insurance Company 

Mechanics and Traders Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 
National Fire Insurance Company of Hartford 
National Surety Corporation 
National Union Indemnity Company 
New Amsterdam Casualty Company 
Newark Insurance Company 
New England Insurance Company 
New York Casualty Company 
North American Casualty and Surety Reinsurance Corporation 
Norwich Union Fire Insurance Society, Limited 
Ocean Accident and Guarantee Corporation, Limited 
Ohio Farmers Indemnity Company 
Old Colony Insurance Company 
Pacific Insurance Company, Limited 
Phoenix Indemnity Company 
Phoenix Insurance Company 
Providence Washington Indemnity Company 
Providence Washington Insurance Company 
Public National Insurance Company 
Queen Insurance Company of America 
Rochester American Insurance Company 
Royal Indemnity Company 
Saint Paul-Mercury Indemnity Company 
Seaboard Surety Company 
Security Insurance Company of New Haven 
Southern Fire and Casualty Company 
Springfield Fire and Marine Insurance Company 
Standard Accident Insurance Company 
Standard Insurance Company 
Sun Indemnity Company 
Transcontinental Insurance Company 
Travelers Indemnity Company 
Travelers Insurance Company 
Tri-State Insurance Company 
United National Indemnity Company 
United States Casualty Company 

United States Fidelity and Guaranty Company 
United States Guarantee Company 
World Fire and Marine Insurance Company 
Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Limited 
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